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REPORT OF FHA INVESTIGATION

............... -Ordered to be printed

Mr. CAPI:IIAIt', from the Committee on Banking and Currency,
submitted the following

REPORT

PART I. INTRODUCTION AND SUMMARY STATEMENT

To stimulate the national economy, the Congress in 1934 passed
the National Houising Act, giving Government financing assistance to
residential construction and home repair programs. Subsequently,
Congress amended the act to encourage the construction of badly
nee( ('d rental housing units. But a few greedy, and sometimes
dishonest, builders and repairmen and incompetent, lax, and some-
times dishonest FHA officials, used the act as a vehicle to enable a few
to reap fortunes at the expense of the American people.

This investigation originated in the action taken by the President
of the United States on April 12 1954, when he directed the Admin-
istrator of the Housing and some Finance Agency to take into
custody the records of the Federal Housing Administration. This
action by the President resulted from a report by the Commissioner of
Internal Revenue, T. Coleman Andrews, shiowing large windfall
profits in 1,149 rental housing projects disclosed by the income-tax
returns of the corporations sponsoring those projects and by a report
of the Federal Bureau of Investigation whdch we understand disclosed
widespread frauds and irregularities under the title I home repair and
improvement program.

There was then pending before this committee the bill which
subsequently became the Housing Act of 1954. Preliminary hearing
on the charges inherent in the President's announcement were held
by this committee April 19-29, 1954, in connection with the pending
legislation, as a result of which the committee added safeguards to
the law to prevent the then known abuses.

The magnitude of the irregularities involved made necessary a more
comprehensive investigation of FHA. This committee unanimously
approved, and the Senate unanimously adopted, Senate Resolution
229 providing funds for this committee's investigation of the ad-
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FHA INVESTIGATION

ministration of the National Housing Act by the Federal Housing
Administration.

Forty-three days of public hearings in this inquiry were hehl during
the period from June 28, 1954, throu gI October 8, 1954, in Washing-
ton, New York, Los Angeles, New Orleans, Chicago, Indianapolis,
and Detroit. The committee heard 372 witnesses in public hearings
and recorded 7,754 pages of testimony. All witnesses. appearing
before the committee at public hearings other than public witnesses
had previously testified in executive session. 'he testimony of the
671 witnesses'who appeared in executive session ran to 18,044 type-
written pages. From these executive hearings a determination'was
made of the witnesses to be heard in public.

The committee heard public testimony with respect to 543 (7.7
percent) of tei 7,045 projects insured mider section 008 of the Na-
tional Housing Act. The total FITA insured mortgages o01 these 543
projects were $738.5 million. The statute provided for FITA insured
mortgages not in excess of 90 percent of the. estimated cost of the
rejectt. Presumably, therefore, the sponsors of those projects should

have had in excess of $73 million of their own capital invested in those
projects. However, the testimony showed tint in 437 of those
projects involving mortgages totaling $590.1 million, the mortga ge
proceeds exceedle( all costs of every kind or description. In t lose
cases the mortgage proceeds exceeded 100 Jpercnt of the costs, ad-
cording to the builders' own computation of their costs, by $75.8
million. In the remaining 106 cases, involving mortgages ot $148.4
million, the mortgage proceeds fell short of ineeting all costs by $6.8
million, but even this investment was far less than the 10 percent
contemplated by the statute.

While the )Iu~hers' own computation of tlie excess of mortgage pro-
(ee(ds over cost, was used in t hose cases, ourn inqunilry indicates that
tlese costs, in at least sonie cases, and we (1do not know how many cases,
included improper charges. Ani audit, of the actual cost in each case
would undoubtedly result, in excess mortgage proceeds over actual costs
in a greater suim.

In these projects, Upon completion, the sponsors were the owners of
the buildings and had in their pockets excess mortgage proceeds in
cash amounting to millions of dollars (after paying, or reimbursing
themselves for tho payment, of every cost in connection With the
proJect from land acquisition to lawyers' fees). There is no personal
responsibility or liability upon the builder or sponsor to repay the
borrowed Iuortgage money. Only the property is liable for the repay.
ment of the (he bt, over pal)eirio(d of 30 or more years, from the rental
income to be paid by the tenants.

In a great many cases sponsors filed consolidated tax returns to
avoid the payment of any .14ederal income taxes on these funds-
money they received which they are never required to repay. .In most
other cases of windfall profits' the device of obtaining an increased
appraisal of the property and of writing up its value was used to dis-
lburse tliese funds as a distribution of "surplus" which was claimed to
be taxable only at 25 percent as a long-ternm capital gain. In but, few
cases were nlormial income taxes paid on tlese funds.

The FHA program involved over $34 billion of Government-insured
financing. The largest. portion, $17.5 billion, financed the construc-
tion of 2.9 million single-family homes under section 203 of the act.
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FHA INVESTIGATION

TFhe home repair and improvement program, under title I of thie act,
accounted for $8 billion of Government commitments. The 2 major
programs under title VI accounted for $7 billion of Government-
guaranteed commitments, divided about equally between the I- to
4-family dwellings under section 603 of the act and the multifamily
rental apartments under section 608 of the act. The military andl
defense housing programs under sections 803 and 903 of the act util-
ized $1 billion of Government-guaranteed commitments. A summary
of the number of loans, the number of units, and the original amount
of Government commitments issued to June 30, 1954, is included in
the appendix (p. 127).

The FHA rental housing program made a very substantial contribu-
tion toward providing badly needed rental housing in the period during
and after World War 11. -A total of 405,683 rental units were built in
7,045 projects under section 008. This was a considerable accom-
plishment achieved under the National Housing Act. But we are
not pro pared to accept the premise that adequate rental housing
cannot te made available to the American people except when un-
conscionable profits are realized through abuses and irregularities in
the program. We recognize the accomplishments of FHA's rental
housing program and the integrity of most F11A employees and
builders. We are critical only of the unlawful and improper practices
which accompanied the program; and we do not admit that such a
program cannot be honestly and properly successful.

We have frequently been told that the building industry will not
build multifamily rental housing unless the builder can make a fair
profit. out of the Government-financed mnortgage funds and also con-
tinuo to own the property without any substantial investment. If
that is the only alternative it is better that the Government build such
projectss itself.

The basic vehicles through which these irregularities were achieved
by some builders were the filing of false applications by builders and
the making of unrealistic appraisals and estimates by FHA. There
is almost no case in which a builder achieved a substantial windfall in
which his application for an FHA mortgage commitment did not
contain false statements. omne builders have valued land at 3, 4,
and 5 times its cost, frequently within a matter of days after they had
purchased tle land. The committee found projects where the esti-
mated architect's fees were 5 or 10 times the amount provided for in
written contracts for those services. They have included land as an
equity investment in the project, when in fact their prearranged agree-
ments provided for payment for the land out of the mortgage proceeds.
They have even estimated construction costs substantially higherthan
the costs called for in written contracts with the building contractor.

This was accompanied by corruption in some cases. In a great
number of cases the substantial entertaining and wining, and dining of
FHA people by builders appears to have been to the disadvantage of
the public. In other cases FHA employees were working for and
being paid by the very builders whose applications they were proc-
essing. In still other cases FHA employees seem to have been
incompetent to administer the program in their charge.

The Congress sought to prevent frauds by making it a crime,
punishable by a $5,000 fine and imprisonment ior 2 years to make any
false statement or to willfully overvalue any asset in an PHA applica-
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tion. FHA, on the other hand, apparently considered itself obligated
to obtain rental housing at any cost, and thereby accepted the mrmy
demands and devices of builders. FHA not only ignored that crim-
inal provision of the act, but it virtually invited 'builders to make
false statements in their applications by publicly stating that it
would not consider incorrect statements in applications as having an
materiality. Most of these frauds could not have occurred if the build-
ers had been required to file truthful applications.

The statute of limitations'on the crime of filing a false application
under the National Housing Act is 3 years. Since no applications
could have been filed after the expiration of the act on March 1, 1950
(except for amendments to then existing applications) it appears
that the statute of limitations is a bar to present criminal prosecution
of these offenses. In 1951, and again in 1953, the Attorney General
sought to prosecute builders for making false or' incomplete dis-
closures. In each case the General Counsel of FlHA advised that
FHA was not deceived because it did not rely on the statements of
the builders. We concur in the views apparently expresseJ by two
Attorneys General that the offense of making false statements in
FHA applications should be subject to criminal prosecution and
we cannot condone the action of FHA in preventing this action.
Nor can we approve the position of FHA in allegedly paying no atten-
tion to the statements in the builders' applications.

We have heard that many of its loose practices were the result of a
vigorous effort by FHA to induce builders to construct more rental
housing projects. It is for the Congress, however, to determine the
extent to which the Federal Government will go in subsidizing and
stimulating rental housing. FHA had authority to encourage the
construction of housing only within the limitations, incentives, and
permissive conduct provided for by the acts of Congress.

The unconscionable windfall profits have not infrequently been
linked by builders with the crying demand for rental housing in the
postwar era. The Congress, with the concurrence of FHA, felt this
pent-up demand bad been substantially met by the end of 1949 for it
permitted section 608 of the act to expire on March 1, 1950. Sig-
nificantly we find almost no windfalls in the years 1946-48 when the
housing shortage was greatest. There were a few windfalls in 1949.
But the greatest number of the largest and most unreasonable wind-
falls occurred in 1950-51. Most of those projects were not com-
pleted until after the expiration of this section of the act.

In 1947 the Congress sought to preclude excessive valuation of these
projects by amending the act to provide that "the Federal Housing
Commissioner shall therefore use every feasible means to assure that
such estimates will approximate as closely as possible the actual costs
of efficient building operations." The record discloses that FHA
wholly ignored this act of Congress.

In compliance with the statute FHA's mortgage commitment
could not exceed 90 percent of its estimated cost of construction.
Therefore, wherever the actual cost of a project was 16 percent below
the amount of the FHA insured mortgage it was 25 percent below the
FHA estimate of costs. In some projects this variance was as much
as 30 and 40 percent. Rentals that owners of FHA insured projects
were permitted to charge were based, not on the actual costs, and not
on the amount of the mortgage, but on the original FHA estimate of
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costs. Permissive rents included a 6% percent return on this FHA
estimate of costs or on comparable rentals of similar accommodations,
whichever was the lower.

Excessive mortgages require higher rental income to meet the addi-
tional interest and amortization charges required by the increased
amount of the mortgage. In the present rental market, which con-
tinues to be tight in some areas of the country, some tenants are
paying excessive rent to carry these inflated mortgages. They will
continue to be required to do so unless other rental facilities become
available to them. If and when the time comes that tenants have
the opportunity to move to rental projects not requiring these inflated
carrying charges, it is not unlikely the owners of such projects will
be unable to obtain the rents necessary to carry their projects. We
may then expect a substantial number of these properties to be
returned to the FHA under its guaranty of the mortgage, as the
inadequate income precipitates mortgage defaults.

Either the tenants or the FHA must pay the costs of those excessive
mortgages. To date most of that cost has beeu visited upon helpless
tenants.

We are not unmindful of the responsibility of the Congress, which
enacted the National Housing Act. The record, however, leads to
the inescapable conclusion that these frauds could not have occurred
had. the criminal penalties against false applications been enforced,
and had FHA complied with the 1947 amendment to the act in making
its estimates "as close as possible to the actual costs of efficient
building operations." It was not defects in the statute, but its
maladministration by FHA, which was responsible for these frauds.
The Congress can be criticized only for having waited so long to
investigate this program.

The home-repair and improvement program, under title I of the
Housing Act, was adopted in 1934 to stimulate business and encourage
needed home repairs. The act permits a homeowner to make repairs
without making any downpayment to the contractor and permits the
contractor to discount the homeowner's note at a bank with an FHA
guaranty. Over the years "suede-shoe salesmen" and "dynamiters,"
whose ranks have included racketeers and gangsters, have infiltrated
this business. They have used fraudulent and deceptive sales prac-
tices on thousands of homeowners.

In the belief that home repairs of substantial value would cost them
little or nothing many homeowners have signed contracts which they
did not read or understand. After obtain•g work which was either
unsatisfactory or worthless, these homeowners found that a bank held
their note for a substantial sum of money and that under the law they
had no defense to the payment of the note, in spite of the frauds prac-
ticed upon them. The testimony shows that many lending institu-
tions were, at a minimum, careless in accepting notes from question-
able dealers and thereby encouraged these fraudulent practices.

Most home-repair contractors are both honest and reliable. But
laxity in the administration of the title I program enabled dishonest
people to make large sums in illicit profits I.rom owners of small homes
who perhaps could least afford the losses.

The Commissioner of Internal Revenue has indicated an intentiQn to
vigorously prosecute the tax laws to recover for the Government such
sums as are due to it from these recipients of ill-gotten gains. We urge
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the Commissioner to continue, and if possible to increase, the vigor
of this program. The Department of Justice has during the course
of this investigation convicted 60 persons and obtained 78 indictments
against 126 persons for offenses connected with the National Housing
Act, largely under the title I home improvement program. Up to the
present time, there have been very few convictions under section
608. The Department of Justice and the United States district attor-
neys are urged to continue, and if possible to increase, the vigor of
their prosecutions of all who have committed criminal offenses under
the National Housing Act where the statute of limitations has not
expired.

This committee has turned over to the Attorney General and to
the Commissioner of Internal Revenue data and information obtained
during our investigation. The committee wishes to express its appre-
ciation to the General Accounting Office, the Bureau of Internal
Revenue, the Department of Justice, and the Federal Trade Com-
mission for the complete and most helpful cooperation each of them
extended during this investigation.

It is not possible to state the total cost of the section 608 program
to FHA to this date. As of May 31, 1954, the FHA had become the
owner of either the properties or the mortgage notes of 291 section
608 projects containing 18,850 units and representing an investment
of $128.7 million. Forty-one of these properties, in which FHA had
an investment of $13.9 million, have been sold for a net loss of $952,880.
Until the FHA is able to sell the remaining 250 properties in default,
it is not possible to estimate what, if any, will be its loss on this $114.8
million investment. There is available for section 008 losses a re-
serve fund of $105.2 million. Inflation during the last 5 years has
minimized the FHA's present loss and has perhaps prevented other
defaults. The FHA and the Federal Government continue to be
liable for the over $3 billion of mortgage commitments which remain
outstanding under the section 608 program. (For summary of the
section 608 program, see chart on p. 72.)

It is difficult, if not impossible, to estimate the total amount b
which the American people were defrauded in the FHA program. We
have inquired into only 543 of the 7,045 projects constructed under
section 608 of the act in which the Government's commitments totaled
$3.4 billion. In projects that we have examined the total costs were
more than $75 million less than the mortgage proceeds although the
statute contemplated that in projects of that dollar volume the costs
would have been $73 million in excess of the amount of the mortgage.
And that total represents the builders' own computation of costs
shown in at least some cases to be excessive. Rents in FHA insured
projects are based upon the FHA estimate of the cost to construct
the project. For every $1 million of excessive estimate, the tenants
may pay as much as $65,000 a year excessive rent-for the 30-year
life of the mortgage.

We did not have the opportunity to examine many of the 1- to 4-
family rental projects in the $3.6 billion program under section 603
of the act. In one case, however, we found a $29 million mortgage to
be more than $5 million in excess of the actual costs of the project.

In the $8 billion home repair and improvement program there are
many cases in which homeowners were charged 2, 3, and 4 times the
value of the work done; and in some cases the work was actually
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worthless. In many cases the commissions of the so-called salesmen,
called "(dynamiters in the trade, ran to 50 percent of the charge
made to the homeowner for the work.

COMMENT BY SENATORS FULIRIGHT, ROBERTSON, SPARKMAN, FREAR,
DOUGLAS, A'ND LEHMAN

We appreciate the fact that the committee has adopted many of the
suggestions we have made for changes in this and other sections of
the report. For this reason, and because we believe there is much in
it to be commended, we have not objected to the issuance of the report,
although we have reservations with respect to portions of it. We
shall note some of our reservations at points in the text of the report.
(See also pages 34, 50, and 106.)

As to this section, we feel the report goes too far toward giving the
impression that virtually all cases involving an excess of mortgage
amount over actual costs involved friaud-especially if fraud is given
the meaning which it has in criminal proceedings.

The report correctly points out that unrealistic appraisals and
estimates in builders applications were encouraged by the fact that
FHA did not consider these practices to be fraudulent and did not
rely on them in making its own evaluation.

In passing judgment on these facts, however the committee should
take into consideration that under the law at tihat time, or even nowv
FHA's determination of the mortgage amount was not to be based
upon the actual costs of a completed individual pro ect, nor upon the
estimates of costs, or contract costs, in the application, but upon
FHA's own estimates.

Congress permitted FHA to make its determination of mortgage
amounts on the basis of the estimated replacement costs of the
project. This determination had to be made in advance of construc-
tion, upon the basis of FHA's own estimates, not those of the builder,
nor the actual cost of the completed project.

The standard practice of evaluating land, therefore, was not what
it may have cost the owner but its estimated value. As to archi-
tects' fees and builders' profits, the practice was not what actually
was paid, but what normally would be paid, if the construction were
to be duplicated.

That these estimates by the FHA were faulty in many cases is
apparent. That certain PHA officials were lax in their exercise of
authority to prevent excessive profits is also apparent. That some
builders wrung excessive profits out of a war-created housing emer-
gency is less than admirable.

Undoubtedly there were cases of fraud. It is going too far, however,
to imply, as we believe the report does, that all who overestimated
costs and received excessive mortgage money were guilty of legal
"fraud," and have escaped prosecution only because the statute of
limitations has expired.



PART II. STATUTE: THE NATIONAL HOUSING ACT
The point of beginning in any inquiry of the Federal Housing

Administration is the National housing Act adopted by the Congress
in 1934 by which the Federal Housing Administration was created
and under which its duties were set, forth. Under our constitutional
form of government, it is the function of Congress to enact, workable
legislation. The executive branch must intelligently amid properly
administer that legislation as passed by the Congress. Arg uments
have been made as to the economic sotmdniess of the National IHousing
Act, particularly of section (608. We have not attempted, however,
to reappraise the economic issues before the Congress in passing the
National Housing Act. Outr inquiry has been directed toward how
the law worked out, and whether its deficiencies resulted from poor
legislative (rafting of the law or from poor administration. The
Congress should be held m'esponsible for abuses only if it failed to peri
mit and provide for proper administration of the program.

The speeifie provisions of the statute throw great light on the extent
to which FtIA intellig ently and honestly administered the housing
programi as well as t he extent to which the Congress exercised it"

legislative responsibility. Nine sections of this act have been re..
viewed, to a lesser or greater extent, in this investigation. The com..
mittee's principal inquiry has been of the administration of the horno.
repair and improvement program provided for in section 2 uider title
I of the act, and the multifamily rental projects administered mnder
title VI, section 008, of the act. Attention has been directed par-
ticularly to these programs because the greatest abuses were con-
centrated there.

Other progroins inquired into more briefly by the committee are:
Guaranties of mortgages of 1- to 4-family sale houses under section
203 of the act; guaranties of mortgages for multifamily rental projects
tinder section 207 (at 80 percent of economic value, as distinguishled
from 90 percent of estimated costs under sec. 008); guaranties of
mortgages for supposedly nonprofit cooperative ventures at 05
percent of estimated costs under section 213; guaranties of mortgages
for 1- to 4-family houses under section 603; guaranties of mortgages
of multifamily residential projects at military bases under section 803;
guaranties of single- and 2-family residential houses in defense areas
under section 903; and Federal subsidies for slum-clearance projects
under title I of the Housing Act of 1940.
History of section 608

Section 608, about which there has been a great deal of controversy,
was added to the National Housing Act on May 26, 1042 (Public
Law 559, 77th Cong.). It authorized the FHA Administrator to
insure mortgages on property "designed for rent, for residential use
by war workers". Tie principal amount of any such mortgage was
limited to $5 million; there was a further limitation of $1,350 per
room. The act also provided that mortgages could not exceed 90
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percent of the Administrator's estimate of the "reasonable replace-
ment cost" of the completed project "including tile land; the pro-
posed physical improvements; Utilities within the boundaries of the
property or project; architects' fees; taxes and interest accruing
during construction; and other miscellaneous charges incidental to
construction and approved by the Administrator." A further limi-
tation was that the mortgage could nio exceed the "amount which
the Administrator estimates will be the cost of the completed physical
improvements on tile property or project, exclusive of off-site public
utilities and streets, and organiiiation and legal expenses."

The Administrator was authorized to require tile mortgagor to b)e
regulated (ir restricted as to rentst, or sales, charges, capital structure,
rate of return, and inethodl of Operation." lin order to enforce these
restrictions effectively, the Ad(mniiist ritor was atitllhiorized to acquire
$100 of stock in any such mnortgagoi'.

hiimy (liiilngs werle maldle in thlli act, ill 1946 (Public( ]Iaw :188, 79thl
Cong.). Priority in oCCupancy of t h IMlA insure ild prloperties wats

n rivtli to veterans of World War I! nid their imnrnediatle families.
I'lre maximum lniortgiage lr room was increaisedd to $1,500 alnd thme
Administrator mivs given (|isretion to ie.e'nase this ainouit to $1,800
per room if cost, levels so required. The basis for the Administrattor's
estimate of cost, wias (,haigedi from "reinsomluale currentt (cost" to
Sil(CP(SS8ll'rV current ('ostl'.

major amendimnent to the section was made 1),eeiher 31, 1947,
whAien Congrefss iifliOsedl tile restriction thilat

Ili estlimating ne(,c(,srv current, cost for thie pulrpose(s of said li (-, tlhe Federal
Hlousinig ('ommiissioner sliall I herefor use every fe'aslib)l(e means to assiure that such
(est imaities will iiproimniate as Closely is pliss.ile the actual costs of (llichient build-
hig operrt liont. (Public Ilaw 311,, 81011I Conig.).

Iln 1948 a maximuln limitation of $8,100 per fiaily unit was stub-
stituted for thie previous nixinium limitiat ion of $1,81800 per room
(Public [jaw 901, 80th Cong.). This turned out to he a very-sigmuhemint
changes for thereafter many projects were nutlhorized ill which 70 to
90 percent of the apartments were 1-room deficiencies. Thlat amnend-
ment also added a provision requiring-

Thalt the linilpal obligation of Ilih mortgage shall llot, in any event, exceed
00 lprei, •nif the Adlministirator's eotliiiate of the rpllacemeiint cost'of tOie lirojpertl '
or project oni the basis of the costs prevailing oin D)ecemier 31, 19.17, for lprolpertles
or projects of comparable quality ili the locality where such property or project
is to be located.

A new requirement was added that the mortgagor must certify
that inl selecting tenants for the property covered by the mortgage,
lie would not discriminated against, any fiaminly by reason of the fact
that there were children in the family.

The final extension of the program came in 1940 when March 1,
1950, was established is t;the terminal date (Public Law 387, 81st
Cong.). The program was permitted to expire on that, (late.
HiMt9ory of section 603

Section 60:3 was added to the National Housing Act in 1041 to pro-
vide 1- to 4-family sale and rental housing to meet the acute shortage
ali se(d by the national-defense activities (l'ulhi. Law 24, 77t1i Cong.)

The original requirements for insurance eligibility were that (1) the
mortgage could not exceed 00 percent of appraised value and $4,000
for a 1-familky dwelling, $6,000 for a 2-family residence, $8,000 for a

9
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3-family residence, and $10,500 for a 4-family residence and (2) the
mortgage could not have a maturity in excess of 20 years.

In 1946, priority under this section was given to veterans and their
families and two major changes were made. The first change sub-
stituted necessary current cost for appraised value in determining the
maximum amount of the mortgage under the 90-percent mortgage
formula. The second authorized the Commissioner to prescribe higher
maximum insurable mortgage amounts for these one to four family-size
dwellings if lie found that at any time or in any particular geographic
area it was not feasible within the mortgage limitations to construct such
dwellings without sacrifice of sound standards of construction, design,
or livability. The higher maximum insurable amounts were $8 100,
$12,500, $15,750 and $18,000 for 1-, 2-, 3-, and 4-family dwellings
respectively (Public Law 388, 79th Cong.).

Authority to insure mortgages under thIs section was terminated on
April 30, 1948 (Public Law 901, 80th Cong.).
History of section £03

Section 203 has been a part of the National Housing Act since 1934
(Public Law 479, 73d Cong.). This program provided for FHA
mortgage insurance on 1- to 4-family sales houses. This committee
did not inquire into that program as a part of this investigation. The
principal amount of a mortgage under this section could not exceed
$16,000 or 80 percent of the appraised value of the property, and
the term of the mortgage could not exceed 20 years.

In 1938, section 203 was amended to provide 2 additional plans of
mortgage insurance for single-family owner-occupant dwellings (Public
Law 424, 75th Cong.).

Under one plan, the mortgage could not exceed $5,400 or 90 percent
of the appraised value and the term of the mortgage could not exceed
25 years.

The other new plan provided that the mortgage could not exceed
$8,600 and could not exceed the sum of 90 percent of $6,000 of the
appraised value plusr80 percent of such value in excess of $6,000 up
to $10,000. The term of the mortgage was limited to a maximum of
20 years.

The Housing Act of 1954 repealed many overlapping and com-
plex provisions of section 203 and established a simpler and more
liberal formula for determining maximum mortgage limitations
(Public Law 560, 83d Cong.). The section now provides that the
maximum amounts of mortgages which can be insured by FHA are
$20,000 for a 1- or 2-family residence; $27,500 for a 3-family residence-
and $35,000 for a 4-family residence. The mortgage cannot exceed
the sum of 95 percent of $9,000 of appraised value and 75 percent of
the appraised value in excess of $9,000, with authority for the Presi-
dent to increase the $9,000 limitation to $10,000 if he determines such
action to be in the public interest.

If the mortgagor is not the occupant of the property, the maximum
loan to value ratio cannot exceed 85 percent of the mortgage loan
which an owner-occupant can obtain. The maximum maturity of
mortgages insured under section 203 cannot exceed 30 years or three-
quarters of the Commissioner's estimate of the remaining economic
life of the building improvements, whichever is lesser.

10
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History of section 207
Section 207 was another one of the original programs of the National

Housing Act of 1934 and provided mortgage insurance for rental
housing (Public Law 479, 73d Cong.). Title to the property had tobe held by Federal or State instrumentalities, private limited dividend
corporation, or municipal corporate instrumentalities,. formed for the
purpose of providing housing for persons of low income. These
instrumentalities and corporations were required to be regulated by
law or by the FHA Administrator as to rents, charges, capital struc-
ture, rate of return, or methods of operation. The maximum mort-gage insurance could not exceed $10 million for one project.

In 1938, section 207 was amended to provide that certain regulated
private corporations could qualify as mortgagors (Public Law 424,75th
Cong.). The amount of the mortgage could not exceed $5 million, nor
exceed 80 percent of the Administrator's estimate of the value of theproject when the proposed improvements were completed, and could
not exceed $1,350 per room.

In 1939, section 207 was amended to provide that the amount ofthe insured mortgage could not exceed the Administrator's estimate
of the cost of the completed physical improvements on the property,
exclusive of the following: Public utilities and streets, taxes, interest
and insurance during construction; organization and legal expenses;
and miscellaneous charges during or incidental to construction (Public
Law 111, 76th Cong).

The Housing Act of 1948 (Public Law 901,80th Cong.) made further
major changes in this section. Redevelopment and housing corpora-
tions were added to the list of public corporate bodies which could
be permissible mortgagors and an exception to the $5 million 'mortgage
limitation was made for public corporate mortgagors setting there
mortgage ceiling at $50 million.

The amount of the insured mortgage could not exceed 80 percent
of the amount which the Administrator estimated would be the value
of the property or project when the proposed improvements were
completed, including the land; the proposed physical improvements
utilities within the boundaries of the property or project, architects
fees, taxes, and interest accruing during construction, and other miscel-
laneous charges incident to construction and approved by the Ad-
ministrator.

Moreover, for the private corporate mortgagor the mortgage could
not exceed the Administrator's estimate of the cost of the completed
Improvements exclusive of public utilities and streets and organiza-
tion and legal expenses. The amount of the mortgage could not ex-
ceed $8,100 per family unit in any case. . *

Major changes were made in the provisions of section 207 by theenactment of the Housing Act of 1950 (Public Law 475, 81st Cong.).
The section 207 mortgagor was required to certify that he would not
discriminate against children in selecting tenants for the projects.
The amount oftthe mortgage could not exceed 90 percent of the first
$7,000 of estimated value per family unit plus 60 percent of such esti-
mated value in excess of $7,000 up to $10,000 peor family unit. Afurther modification stated that the mortgage could not exceed $8,100
per family unit or $7,200 per family unit if there were less than 4%
rooms in the family unit.
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A further major ehanugo i. the loan to valit ratio caulp ill 1 953
(tiublie i aw 94, 83(1 (Cotig.). Tho Ihulglage Wili reinstated that. the
mortgage allolltltll could 1i0n, exceedl 80 j)ereitil of the estimated valuo
of the iOilliljeted project and the more complex formula was dis-
carded. 'The mlaXimlulmill mortgage litnits were set ati $2,000 per room,l
$7,200) per aunilv unit, of less thmtu 4)' rooms and a iuaximulm vi $10,-
000 per family unit.

,11w I ioisit ,g A , of 1954 provided for im, iniu mortgages ot $2,000
per 1oom attol $7,200 per family unit of less than 4 roonts (Pbl)ie 1 ,aw
56t), 83d ('oig.). '1rhe $10,6000)) p1e family ilnit, limitation was re-
pejled. Ilowevetr, the (C'oitissioli.r wits give illhe liscret iou to ill-
Cre1se lhe per rooni limitatlol to $2,400) and owe faily ii tilt i imita-
fion to $7,500 ill •hevator-tv j)e srtniettiUres to copeOMtisate for tihe higher
costs of (o'0s1 ructtioi for r oi' t tIreS. No change wits ade, iti the
loatn to value ratio.

A new I)rovisiolt wIts added to Irevtent "windfall pn'olits," by re-
(quirintg the buihldr I' t.4orltifv olwit, moitnit of his actuali costs. af the
proceeds of tihe mortgage exceed the ap)pr'oved peitlitage of teltidl
costs, the excess lutist be Itid ito thie tlortgageo for til.e redilietioti of
tle itmilgeigp Iprincil)td.
HIM,'oryl q( s-, etion 213

The se('ction 213 V:COlloreat We liotisilig illt, lllllllC(' 11t'oglrit l ''ll I
elnatied it April 19)50 (11' -bie Ijaw 475, 81st1 ('ong.). The liw lp'ovidledl
fot' two types of nonprofit coopelra live )proiels: mnalagetlnll t l andlll sales
type dwelling.. The pIittiipltl attmttitti of i.o'e 'titotIgigpo for Ihe at11uuge-
lmint typ)e projects 'ould not., exceem1, m$ million per project; $8,10f)

pet'r f(ninily unit o.P $1,800 per roolml; and 90 p)e-ee't Of tihe estist tited
reil 'lmei t .ost.

-WO exc(e)tOiNs to these ttiftxiitttttti limtitliotis lfO' Wotld W1r If
v'Itellits providedhI iti'reltsedils m alowatces fOr ea-1h l-p1er0en. ilnrease
it veteran's miembllershilp in t he coopl)erative filn, if a, least 65 prerenl
of tihe mebnlership) of tlie Cooperative weire veterlnls, the m1xitnuiti
mm'ortgae limitat ion was $M,55()4pe. fltuily unitt or $1 ,00 per le'OOll witlli
it 95 I)('retttl nuiximnum ratio of loan to value.

ilhe 111fixillllItil muortgag litmitiotn of $5 Ittillion per p)'roject Ipjl))Iied
lilo to tle eoopet'tV Si'e sale. typI'e dwellings. l iidditioltn, timte I"in-
eipal inhloilllt. of Ihe, m!iortlgae coudi not, exceed the greater of thither
t1w limnitatlionts dlese.i'lbd lt)oe(, for cooperat ive tiilnalgemit, t type
Projects or tite, linilations r'equiir'ed b)y section 203 of the Natiional

ilin ,Act..
I t October 1951, section 213 was amended to incldhe veterans of the

Korean war .within its ietnelits (1'utllice Law 214, 82d (-'ong.).
Tihle IHousing Aet of 1954, adopted oil o•Agust, 2, 1954, his further

aminenlen l section 213 (Publie Law 560, 83d ('•ot•.). A provisions was
added to perinit FliA-insmred cooperative' hliousing mlortgag(es to hie
as high its $2.5 million ill itiiiO11t if the mortgagor cooperative is
I'egrulatedi by Federal ot' State law as to rents, Charges, anidI mlethodst
of opji'lalloll.

hins se(c tion also changed, wilti respect Ito ri onv'teralt )rtojet's, the
former limitation oti nIortgage amontits of $1,800 1)er room orI $8,100
per family unit to $2,250 )er room and t1'he family lnllit limitation is
tpl)lieabli- only if the n--n hetr of rooms is less tIall four. Also, tlwre
is it a'chatg frolm it cost basis to t vaiiiation basis. lit addition, the
basis for allowing iner'ases ill mortgatge limitatiot•s for veterati ntemmi-
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berslip wits e5 (lnged so thit, such increases ('li 1)1'e iIde Only if 05
pl'(t'nt of tth members of the cooperntive ait,' vetehires.The. Commissioner r wits fillh orize~d in his discretioll to increase, the

dollar mount limit atlions for telvator-lvpt st ru('tuiltres in bothtl v'tler'tll
lid tIOlivetl'llti projects. Ihl, maximum increases permitted are
$2,2).50 per room to $2,700; $2,375 jper room to $2,,850; $8,100 per
fitmily Init to $8,400; Aind $8,550 pm'- family inuit to $8,900.
H4l,1'/ 1 ,,m'dii 803

Tilh, VIt Ii WIts Idth t to the tatiomil liotisitig Act on Atigivst, 8,
19)419 (Pulic Law 211 , Slst ('Cog.). Sect ion 80:3 stilted thuit the
umirpose of this lrogramll waIs to provide, rent III hiisiinr Itt'oiniiodhtttionis

o. 'iviliani filt. nuiliftarv 1)p'sOlltil' Of tth' Armnedl Forces tit, o' ini thIe
111,4'1t of miilitiry ilist ti1il'fit tols whtere Ih(ere was it mutr shortage of
holmsiuig. 'l'l Secretar'y of l)efense wits required to veriify tha l tlh
hollsilm4C wits lm,',sgt'ity 1';1l Itl int' just ltnt ollt'o 'etml, was a1 permanent
paltr of thte military ,st alliishttn.'it ittli thent was no l)resentt intenlion
to subl4 ant itllv culrtnil att.ivitiis Ithr(,.

The pritei, a)1'i 1i1ttollltn of tle nlortgage oil sluh a pt'oject cinnlot(
PXC't'elt $5 milhiomt, 'tatirot, exceed 90 perv'eWt, of tld' attountl which the
C(otm,,issionler' estilitlltes will be the replitlellelntitn e'ost. of the rIo)prerty
0, pi'ojt,'t, wlht'i the p~rolposed iniill'o, vmlits art' comphlt (d, ca( ennmot,
be nlmn.' 1z1n $8,100 per famil.\" ulit., vXcel)t in anil exceptional ('ats(' inz
wit, I lhe Secrentatv of ')fenzset certifies ttint thie lived would he better
served by sinlgle-faiill. det nlet•ed dwellings, tle t mortgage limit at ion is
$9,000 per family unlit.

B'y ntiludl1lnienlt in 1951, IrsoiivIl of the Atomic 0,nergy ('•otimtnis-
sionl employed t, AE( installaiti ts were inclhidedl within the be•lefits
of this Itw.' In addition, Ihle ('ontnntissioner wits autlihorized to increase
the limitt itn n from $8.1(00 per family unit. up to $9,000 where cost
levels so relifired (Ptublic 1,1tw 139, 82d C(ong.).
In1 19535:1 tilt atiwinldfill profits" provisitn wat•s ddehl, whiitt required

the builder. up1)on. completion of Ithe project, to e,'rt ify his netual costs
olid to pay the ntortgagee, for r',duction of the mor'tgage, tihe mount
I)y which the IIIortg•t l)liprc'eeds exceeded Ihe Itettlill t'osts (Pitblie ],aw
1)4, 83dl Cong.).
The Ilousing Act of 1954 extended to June 30, 1955, the program

tn1hder s'lit io 803 (Public Iaw 5160, 83d ('ong.).
llisory uif ,'eetim .903

S'ctiom| 903 wIl• de ihh do thlie Na•tiontial losing Act it 1951 to
rovide adequate housing in Itleals which the Presidentl deterlnines to

be critical defense areas (Public timlw 139, 82d (ong.). The require-
umenits for inisurt'iie uitndler this section provide thtat, the mortg e must,
cover p)ro)pertly designed for residential use of not mIor'e thian 2 famnliies
anld calnoti exceed 90 percent, of the appraised value. The mortglage
eutllOt eXcee( $80,00 (for' a single-family dwellintg ulnd $15,000 for it
tmwo-faiiily dwt'hliltg ex(ct'l.t thlttt the .onuissionter jtuty itce ttse these
a,,outits to $9,)00 t1it4l $16t,000, t'Isptctively, if Ih linds t6 h cost. Itels
so require. These dollar amount, l it,,it,,titlls 1,,a1Y be further increased
up to $1 ,080 for each atdithionld bletdroom ini excess of 2 pter family unit
if stit(l tlllits Ilteet sotulnd statlharhds of livability as 3- fnll([ 4-bedmrom
titits. The maximum maturity for mortgages Insuredtl tndei' this see-
tioit wats limited to 30 years.
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The Housing Act of 1954 (Public Law 560, 83d Cong.) requires
that each dwelling covered by a mortgage insured under this section
after the effective date of the act be held for rental for a period of not
less than 3 years after the dwelling is made available for initial oc-
cupancy. This act also requires the mortgagor to certify that the
a proved percentage of actual cost equaled or exceeded the proceeds
of the mortgage loan or the amount by which the proceeds exceeded
such approved percentage and to apply the amount of such excess to
the reduction of the mortgage.
History of title I

Title I was enacted in 1934 as a part of 'the original National Hous-
ing Act (Public Law 479, 79th Cong.). This was a depression measure
aimed at helping solve the widespread unemployment in the con-
struction industry. Section 2 provided for insurance of lending insti-
tutions against losses up to 20 percent of the aggregate amount of
advances made for the purpose of financing alterations improve-
ments, and repairs upon real property. The individual loans could
not exceed $2,000.

In 1936 section 2 was amended to provide that the amount of
insurance to be granted to a financial institution was reduced from
20 percent of the total amount of loans to 10 percent thereof (Public

-- Law-48AW 74th Cong.).
The National Housing Act Amendments of 1938 (Public Law 424,

75th Cong.) provided for the expansion of title I, section 2. The
maximum amount of individual loans for financing repairs, altera-
tions, and improvements on existing structures was increased to
$10,000. In addition, provision was made for loans up to $2,500 for
financing the building of new structures.

In 1939 catastrophe loans were included as 1 of 3 classes of loans
insurable under section 2 (Public Law 111, 76th Cong.). The other
two classes were loans for alterations or repairs and loans for building
now structures. The amount of each individual loan in any of the
3 classes could not exceed $2,500 or have a maturity in excess of 3
years and 32 days.

One new feature of the law was the fixing of a premium charge of
not to exceed three-fourths of 1 percent per annum of the original
amount of the loan payable by the financial institution for insurance
under this title.

Numerous minor changes were made in the program during the
war years, but the next major amendments came in 1948. The
National Housing Act of 1948 (Public Law 901, 80th Cong.) increased
the maximum limit on loans for new construction from $3,000 to
$4,500. A new program for loans for the alteration, repair, improve-
ment, or conversion of an existing structure to be used as an apartment
or a dwelling for two or more families was included. These loans
could not exceed $10,000 and had a maturity-of not more than 7 years
and 32 days.

The Housing Act of' 1950 (Public Law 475, 81st Cong.) reduced
the maximum loans for new construction from $4,500 to $3,000 and
loans for new residential construction were limited to a maturity of 3
years and 32 days.

The revelation of abuses in the operations of the home repair and
improvement program led to the enactment of safeguarding provisions
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in the Housing Act of 1954 (Public Law 560, 83d Cong.). These
amendments were:

1. A lender covered by title I insurance was placed in the position
of a coinsurer by limiting his reimbursement to 90 percent of the
loss on any individual loan. Since the lender must absorb 10 percent
of the loss on each loan, it will be in the lender's interest to conduct
more careful lending operations and thus help prevent abuses in the
home repair and improvement program.

2. In order to be eligible as a lender under title I, the lending insti-
tution must either (a) be subject to inspection and supervision of a
governmental agency and found by the FHA Commissioner to be
qualified by experience or facilities to take part in the title I program;
or (b) be approved by the Commissioner on the basis of the institution's
credit and experience or facilities to make and service such loans.

3. Only home improvements which substantially protect or im-
prove the basic livability or utility of properties are eligible for insur-
ance. The FHA Commissioner is directed to declare ineligible from
tinie to time items which do not meet this standard or are especially
subject to selling abuses.

4. The use of-title I loans on new houses is prohibited until after
they have been occupied for at least 0 months. The purpose of this
provision is .to prevent the proceeds of a title I loan from being used
as part of the downpayment for the purchase of a new house.

5. Multiple loans granted under title I on the same structure are
prohibited from exceeding in the aggregate the dollar limit set forth
by statute for that particular type of loan.
History of slum cearance

Title I of the Housing Act of 1949 (Public Law 171, 81st Cong.,
approved July 15, 1949) authorized the Administrator of the Housing
and Home Finance Agency to provide assistance, in the form of capital
grants and loans, to localities for slum clearance and urban redevelop-
ment. The capital-grant contracts authorized in title I, aggregating
$500 million, were for the purpose of defraying up to two-thirds of the
net cost to localities of making project land available at fair value for
approved new uses.

The law authorized borrowings by the Administrator from the
Treasury, aggregating $1 billion, which can be used for short-term
advances to finance the selection of project sites and the preparation of
plans for specific project development operations; temporary loans for
the acquisition, clearance, and preparation of land for reuse; special
loans to finance construction of public buildings and facilities; and
long-term loans to refinance the local investment in project land which
is leased rather than sold. Not more than 10 percent of the funds
either in the form of loans or grants may be expended in any one
State, except that contracts for capital grants aggregating not more
than an additional $35 million of the $500 million grant authorization
may be approved in States where more than two-thirds of the amount
permitted under the 10-percent limitation has been obligated.

The Housing Act of 1954 (Public Law 560, 83d Cong.) enlarged the
scope of undertakings under this program and provided for its co-
ordination with other Agency programs specifically designed to assist
localities in urban renewal.

15



PART III. RESPONSIBILITIES UNDER THE HOUSING
PROGRAM

The housing program, both short term for the postwar era, and
long term for the general good of the Nation, involves a farsighted
legislative program by the Congress, enlightened and competnt
administration of the law by the administrative agency assigned that
responsibility, and a sincere effort by the building industry to fulfill
its economic responsibilities.

It is not difficult for a congressional committee to absolve itself
of any fault and place the entire blame upon others. But there is
no occasion for the Congress to accept responsibility which rightly
belongs elsewhere. Perhaps the Congress was derelict in not, sooner
making a full inquiry into the administration of this program. The
facts now available, however, show that some officials of FHA and
some spokesmen of the blliing industry misled and deceived the
Congress as to the administration of the act. It appears n6iwiliat
what they told this committee did not and could not, happen was in
fact quite routine. We inquire now as to how each of the responsible
bodies discharged its responsibility.

SECTION A. CONGRESSIONAL RRESPONS1BILIT"Y

The Congress provided in section 608 that the FHA Commissioner
could require the mortgagor -
to be regulated or restricted as to rents * * * capital structure, rate of return,
and method of operation.
The Commissioner was also authorized to acquire $100 of stock in
mortgagor corporations for the purpose of enforcing his regulations
or restrictions.

Pursuant to this statutory authorization FHA established a "Model
Form of Certificate of Incorporation," which every section 608
corporation was obligated to use (Housing Act hearings, April 1954,
p. 1971). This certificate of incorporation provided for $100 of pre-
ferred stock to be owned by the FHA Commissioner and that-
no dividends shall be paid upon any of the capital stock of the corporation (except
with the consent of the holders of'a majority of the shares of each class of stock
then outstanding) until all amortization l)ayments due under the Mortgage
insured by the Federal Housing Commissioner have been paid.

These provisions required the approval of the FHA Commissioner
of windfall distributions, a fact wholly ignored in the administration
of the act. FHA officials testified before this committee that the
actual costs and the amount of the "windfall profits" distributed to
these sponsors were available to them in the annual reports which were
require([ to be filed with FHA. But Burton C. Bovard, former FHA
General Counsel, testified that no one in FHA read the annual reports.

A most significant congressional act to have prevented these abuses
was the provision enacted in June 1934, found in section 1010, title 18,
United States Code, making it a criminal offense to file false state-
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ments in connection with obtaining a loan or advance of credit insured
by the FHA. That section is in part:

Whoever, * * * with the intent that such loan or advance of credit shall be
offered to or accepted by the Federal Housing Administration for insurance, * * *
or for the purpose of influencing in any way the action of such Administration,
nakes, passes, utters, or publlishes any statement, ktio%% ing the same to l:e false,
* * * or willfully overvalues any security, asset, or income, shall he fined not
more than $5,000 or imprisoned not more than t%%o years, or both.

There was already in the Criminal Code, section 1001, title 18,
enacted in 1909, a statute making it a crime to make a false statement
to any Government agency. lhei'efoie the enactment of section
1010 expresses a congressional awareness of the specific dangers in-
volved in the housing program to be administered by FHA.

In 1935 an agreement was reached between FlIA and the Depart-
muent of Justice that the FBI would turn over to FHA all investiga-
tions of violations of section 1010. The FIIA was given exclusive
jurisdiction to police all cases of fraud an([ misrepresentation in con-
nection with its operations. That arrangement was abolished on
April 12, 1954, because of the failure of FIHA to adequately investigate
and initiate prosecutions under section 1010 for the filing of false
statements with FHA. In the meantime FIIA ignored this criminal
statute and all but read it out of the law.

Not only did FHA fail to actively1 prosecute the numerous cases of
misrepresentation and fraud contained in the section 608 applications,
but it effectively prevented the FBI from investigating, and the
Department of Justice from prosecuting, those cases under section
1010. The most important feature of this neglect of duty is that
a majority of these violations occurred prior to 1950 and the statute
of limitations appears to now bar successful prosecution. The
committee is pleased to know that the FBI has again assumed juris-
diction over violations of section 1010 and that the Housing and
Home Finance Agency has established a compliance division to
prevent a recurrence of these past derelictions of duty.

As early as 1947 this committee was concerned by the fact that in
some cases the FHA mortgage insurance on section 608 projects
represented more than 90 percent of the actual cost (S. Rept. No. 772,
80th Cong.). The committee was also concerned that FHA was
estimating costs on the basis of the costs of the average builder rather
than on the costs of the more efficient builders. There was no desire
to subsidize the less efficient builders.

Realizing the danger of financing unnecessary and artificial costs,
the committee reported, and the Congress adopted, an amendment
to section 608, directing the FHA Commissioner, in estimating
necessary current costs to-
use every feasible means to assure that such estimates will approximate as closely
as possible the actual costs of efficient building operations.
This amendment became Public Law 394, 80th Congress, December
-27, 1947.

While such a standard for estimating costs should have been adopted
by FHA on its own at the beginning of the program, it even completely
ignored this congressional mandate. The record discloses no action
by FHA to make this amendment effective other than a letter sentby
the Commissioner to State directors and chief underwriters which
quoted the amendment and added:

17



PHA INVESTIGATION

* * * Therefore, you are directed to take such steps as may he appropriate to
make certain that necessary current cost estimates do not reflect costs of inefficient
building operations * * * (Housing Act hearings, April 1954, p. 1067).

If FLIA had adopted the standard required by the 1947 amendment
the "windfall profits," which reached their peak in 1949, 1950, and
1951, could not have occurred in anything like the volume we have
seen.

Most, if not virtually all, frauds and irregularities disclosed by
these hearings could not occur if FRA had: (1) Required truthful
statements by builders. in their applications through the criminal
prosecution ot those who failed to (to so; (2) made realistic estimates of
costs based on the actual costs of efficient building operations; and
(3) used the corporate charter provisions authorized by the statute to
check on the activities of builder rs following the issuance of the FIIA
commitment.

Notwithstanding the repeated assurances by builders aml IIA
Administriators, Congress should have sooner looked into the repeated
rumor of irregularities in tlie section 608 program. The investigative
power and responsibility of the Congress should he diligently latilized
to permit the C(ngress to know how its laws are being adlministered.
The Congress should not have relied on the misstat'lmn(, 'ts to it by
some buihlers and some FHA officials.

SECTION B. ADm.1Xs'rlA'rIvE R ESl'ONMI •HI LIrr op FI-FA

It has been frequently said that the lest law the mind of man is
capable of drafting will not work if incompetently and improperly
administered; and that the worst law of the Congress will not result
in inequities if properly and competently administered.

Some FHA employees administered ithe National lHousingr Act.in
a neglectful, incompetent, and dishonest manner, in striking 4cont rust
to the high standard of service and integrity this (Government is gen-
erally accustomed to receiving from its pithlic servants.

Tlie general attitude of FHA seems to have been that it was an
agency for the builders and for their benefit. While deeply concerned
with inducing builders to construct more projects, FIIA' appears to
have been unconcerned in maintaining the stantlards of integrity and
competence required of Government agencies in the public interest.

INTEGRITY OF FIIA PEIlSONNEh4

Thousands of people were employed by FLIA and we (1o not mean
to infer that all, or any great percentage, of them were dishonest.
At the samne time we do not believe that the incidents discussedI below
are isolated cases or that our investigation umcovered anywhere near
all cases of such irregularities. It is still difficult to believe that it
man. like Clyde IL. I owell could head a mnulti-billion dollar rental
housing program for so many vears.

Ci'yde L. Powell, former PIHA Assistant Commissioner for Mfulti-
family Housing was employed by FItA in 1934 and was in clhar'ge
of the section (608 program froim its inception in 1942 through its
termination in 1950.

FHIA General Order No. 4 issued in 1947 gave Powell authority
to issue commitments, increase, modify or extend commitments.
approve change orders during constructions and otherwise supervise
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insurance contracts not only under section 608 but also under all
other multifamily rental programs. Powell's record, as shown by
this committee's hearings, discloses maladmlinistration and dis-
honesty in Government, at its worst. No program could be expected
to have been honestly and efficiently administered while headed by a
man such as Powell.

In his application for employment by, FHA, Powell categorically
denied that lie had ever been "11ound guilty by a court of any crime,
either misdemeanor or felony."

Powell's arrest record; long antedatinn his employment by FHTA,
was furnished to this committee by the Fiederal Bureau of Investiga-
tion. The Federal Bureau of Investigation report is printed in the
appendix (p. 127).

That arrest record had beeni referred to the Civil Service Coinmis-
sion by the FBI on two occasions-August 14, 1941. and January 10,
1948-in connection with routine loyalty checks. The Civil Service
Commission as a matter of practice referred such records to FHA.
However, those arrest records cannot be found in the FHA files. Who
removed these reports and who thereby covered up for Clyde Powell
has never been disclosed by our investigation.

At the preliminary hearing lield in April, Powell was asked, "How
long have you been with FHA?" He declined to answer "upon
my constitutional protection against being compelled to be a witness
against myself." His attorney advised the committee that lie would
refuse to answer, on the stated ground, any questions "Regardless of
whatever nature" that might be asked of lrin.

In June, Powell was called at the opening of the committee's formal
hearings. He was asked questions concerning the processing of sec-
tion 608 applications, concerning his prior criminal record, and about
his dealings with certain identified builders. To these questions he
again invoked the privilege of the fifth amendment.

At the conclusion of the hearings in October, Powell was again
called before the committee. He was then asked about large bank
deposits he made in excess of his Government salary. HIe again
refused to answer on the ground of his privilege against self-
incrimination.

Subsequently, Powell was found guilty of criminal contempt by the
United States District Court for the District of Columbia for refusing
to give information to a grand jury investigating the FHA scandals,
after he had been directed to do so by the court.

One consequence of Powell's refusal to testify is that the builders
who "dealt" w'ith him have had the security of knowing that the
Government would not learn from him, of their illegal operations.

The records of the Riggs National Bank, where Powell maintained it
checking account, show that in tile period from January 1, 1945, to
April 30, 1954, Powell made deposits of $218,330.89, of whiich deposits
$101,220.10 was in currelcy. During this period his net Government
salary, including reimbursement for travelexpenses was $80,265.49.
Those deposits are(, $138,305.53 more than he had earned. His Federal
income-tax returns for those years l disclose no income whatever other
than his Government salary. Financial statements given the Riggs
National Bank in connection with loans le mnade during the early Part
of that period showed no substantial assets.

Powell also maintained safe-deposit boxes at the Wardman Park
Hotel, where he lived, and at. the Riggs Nattional Bank. The hotel did
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not record his entries into that hox; but the records at the bank show
he frequently entered that box, often 3 or 4 times a month. Signifi-
cantly, he discontinued depositing cash in his bank account in Janu-
ary 1950, and on July 18, 1950, he rented a larger safe-deposit box at
the bank, just double the size of the one he previously occupie(l. The
recor(l also shows that he visited this safe-deposit boX on the day after
the President disclosed the existence of the housing scandal (April
13, 1954).

Powell otherwise dealt, in large sums of money. In December 1953,
he purchased a lot for $12,000 in what perhaps is the most exclusive
section of Washington. He paid $11,000 of that purchase price by
cashier's checks, of the Riggs Bank, purchased the same day that hie
made a visit, to his safe-deposit box. Hle pa id $1,500 to a fuilder to
draw plaIns for a house to cost, $56,500. IPowell theni lived in a hotel
and pr'esumably would also have to furnish and([ equip his new house.
This project, including the construction, furnishing, and equipping of
tile house, appeared to involve conumitmentes approaching $100,000.
His Government salary was less than $12,000 a year, before taxes.

Powell appears to have been an exceptionally heavy gambler, particu-
larly oni horseraces. Several witnesses testified to his frequent visits
to racetracks. A former "bookmaker" testified that during a period
of 9 months in 1940 and 1941 Powell made horserace bets- with himl
averaghig $100 to $120 a (lay. One day in 1941 Powell lost $1,500
on I (lay's races. He did not pay his loss and the bookie stopped
calling on him.

Notes of Powell in the amount of $8,900 were deposited to the
account of John "Black Jack" Keleher (luring the p)erlo(l from May
27, 1942, through August 13, 1946. Keleher refused to answer
questions about his business activities during this period on the ground
that such answers might tend to incriminate him. It. is common
knowledge that Keleher was a prominent "bookmaker" in Washing-
ton during that period of time. During a lengthy examination
Keleher would testify only that he had no real-estate business with
Powell.

On June 2, 1948, Powell purchased a cashier's check from the Riggs
National Bank for $8,650 payable to Rocco Do Grazia. He paid
the bank for this check in currency of $1,000 and $500 denominations.
De Grazia is reputed to be the owner of the Casa Madrid in Melrose
Park, Ill., a nightclub and gambling house. De Grazia could not 1e
located by committee investigators and Mrs. De Grazia availed her-
self of tile fifth amendment when asked pertinent questions.

On August 20, 1950, Powell lost $5,000 "shooting craps" at the
Dunes Club in Virginia Beach, Va. Accompanied by W. Taylor
Johnson, a Norfolk realtor, who was his host, and Frederick Van
Patten, former FHA zone commissioner, and then Johnson's partner,
Powell gambled at the Dunes Club from shortly after midnight that
day until between 6 to 8 o'clock the following morning. The gam-
bling was preceded by a luncheon and a dinner the previous day,
celebrating the completion of a section 608 project. Throughout the
festivities there was considerable drinking. Powell entered the
gaming house with a roll of bills, said by Van Patten to contain at
east $2,000.

Johnson subsequently gave Powell $3,000 in cash to compromise
his losses with the owners of the Dunes Club. Johnson, who had
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interests in 5 section 608 projects, charged this $3,000 as a financing
expense of his Mayflower Apartments project.

The committee heard almost countless rumors of irregular financial
transactions with Powell. In most cases, it was impossible to obtain
evidence either to corroborate or to disprove the story. The other
party to the transaction would, of course, be just as guilty as Powell
In any such dealings.

Testimony of Nathan Manilow, a Chicago builder, further related
to Powell's transactions. A $7,500 draft deposited in Powell's account
at the Riggs bank was traced to a Chicago bank and then to Manilow.

Manilow owns half the common stock of American Community
Builders, the reminder being owned by Philip Klutznick, former
Federal Public Housing Administrator. Manilow testified that he
gave that stock to Klutznilek and that it is now worth about $2.5
million.

American Community Builders received $58 million in FHA mort-
gagp-insuirance commitments for projects in Park Forest, ill. In-
chided in this total were 9 section 608 projects with mortgages of
$27.8 million. During the construction of these projects Powell did
several things for the benefit of these sponsors, including his approval
of an increase in the mortgage commitment of $590,000.

Manilow testified that in March 1948, the Illinois FHA State director,
Edward of. Kelly, telephoned him to say that Powell "was in a ditfieult
situation" and wanted Manilow to lend him $7,500. Manilow made
the loan on MNarch 9, 1948. Prior to that date, Mr. Manilow had
requested permission from FMA to collect 2 months' rent in advance
on his leases and to invest, this money. On March 24, 1948, Edward J.
Kelly recommended to Powell that the request be granted and Powell
did so on that date.

Manilow testified that, $2,000 of the loan was repaid to him by
check in December 1048. lie claimed that Powell repaid the balance
of $5,500 in currency sometime between December 1948 and March
1949. He said there were no witnesses to the payment, no evidence
that it was paid, and that he merely put the currency in his pocket
and spent it. However, in his 1949 income-tax return filed in March
1950, Manilow claimed this $5,500 as a bad debt. He listed the
debtor merely as "C. Powell." In 1952 an internal revenue examiner
disallowed th-is $5,500 as a deduction, in a routine audit, because there
was no proof that Manilow had ever attempted to collect it.

Even more serious was the testimony of Albert J. Cassel. Cassel
an architect and former associate professor in architecture at Howard
University, was one of the sponsors of Mayfair Mansions, a section
608 project, in Washington, D. C. In December 1946, when this
project was nearing completion, an additional FHA commitment of
$709,000 was obtained to pay off preferred stock held by contractors
in connection with prior debts. Cassel testified that he did not know
who obtained the increased commitment but that he did not. Cassel
testified that when he went to Powell to pick up the commitment,
Powell demanded $10,000 for his services before he would sign the
authorization. Cassel paid the $10,000 in currency and received the
additional $709,000 commitment.. Other facts point to a direct connection between Powell and sponsors
of section 608 corporations that made "windfall profits." Powell's
appointment books show frequent visits by many such sponsors to
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his office. Telephone company records show many phone calls between
Powell, both at his office and at his home, and many of those who
made "windfall profits." The records of some of these same sponsors
also showed large expenditures in cash which they could not explain.

The sordid story of Clyde L. Powell was one of' the principal reasons
that an investigation of the FHA was necessary. The complete scope
of Powell's activities during his 20 years will probably never become
known, especially if the one man Nvlio knows the answers persists in
his refusal to talk.

Although no other employees of the FHA are known to have
engaged in illegal activities on the scale of those by Powell, there are
many other cases of FHA personnel receiving grattiities from builders,
accepting part-time employment from builders, and engaging in other
unethical practices.

Thomnas Grace is an outstanding case involving "conflicts of inter-
ests." Thomas Grace was New York State FRA director front August
8, 1935, to August 1, 1952. Prior to his employment lby FRA hie
was a partner, with his brothers, in the law firm of Grace & Grace.
He remained a partner in the law firm after becoming State director.
Grace & Grace, or his brother George one of the partners, were con-
nlected with 64 FHA rental housing projects processed in the New
York office while Thomas Grace was State director. These 64 proj-
ects involved FHA mortgage commitments of $84,771,030. George
T. Grace, or the firm, received $400,000 in connection with FHA
matters, including $291,000 in fees.

Thomas Grace maintained that he was an "inactive" partner in the
firm, but his name appeared on the stationery, on the building registry,
and on the door of the law firm's office. Moreover, Thomas Grace
withdrew $38,758 from the firm's account and was paid $8,850 by his
brother George in the years 1946 through 1951. In at least 2 years
the law firm filed a partnership tax return, showing Thomas Grace as
receiving 25 percent of the firm's earnings.

The testimony concerning the Warren Gardens project may give
the reason George T. Grace's services were so valuable. The original
application filed in May 1949, asked for an FHA commitment for
$325,000 to build a section 608 project. In almost 6 months the appli-
cation had not been acted upon. The sponsor was advised by friends
to change lawyers and to hire George T. Grace. He did so and ini
less than 3 months an'amended application for $485,000 was approved.

John William Salmon, employed by the FHA in November 1934
and put on annual leave in August 1954, was chief a appraiser of the
Los Angeles office. In that position he was responsible for the ap-
praisals on all FHA projects including those under section 608. He
and his wife Tress received from builders doing business with FHA
at least $25,300 in cash, a Ford automobile, and a home purchased at
a discount price. Some payments were said to be for services of
Mrs. Salmon.

Arthur B. Weber an(d Richard S. Diller were particularly generous to
the Salmons. Weber and Diller built three section 608 projects--
Baldwin Gardens, Wilshire-La Cienega, and Monte Bello Gardens.
The Government-insured mortgages on these projects was approxi-
mately $5 million, their windfall was $417,000 and, of course, they
still owvned the properties.

Theii: biggest windfall was $277,154 on the Baldwin Gardens'
$2 million mortgage. Since the law provide(] for mortgages not

22



FHA INVESTIGATION

exceeding 90 percent of estimated costs, the FHA estimate was off
almost 30 percent. Salmon signed the project analysis on Baldwin
Gardens as chief valuator.

In October 1949 the Salmons purchased a home from Diller-Weber
Co. for $10,000. The house next door, virtually identical, was sohl
for $15,500 at about the same time to a non-FH4A employee.

Weber and Diller were also connected with gratuities to two other
FHA employees-Maurice Henry Golden and Kenneth F. Mitchell.

Maurice H. Golden was employed by FHA from 1938 to 1954 and was
assistant chief construction examiner in the Los Angeles office. In
1949 Weber, Diller, and a number of other builders collected an
$11,000 hospital fund of which $7,000 was spent on hospital bills for
Golden's daughter. The remaining $4,000 was put in his personal
bank account and in part used to bu a new automobile.

Kenneth Mitcliell was chief land planning consultant in the FHA
Los Angeles and Long Beach offices. In June 1949 Diller-Weber Co.
sold him a home for $11,400 in the same subdivision in which Salmon
had purchased. Four months earlier the house next door on one side
had sold for $16,300 and 2 months later the house next door on the
other side was sold for $16,600. Other houses on the same street sold
for prices ranging from $15,250 to $16,600.

Throughout the country it appears to have been the established
custom for builders to give Christmas presents.to FHA personnel.
It was not infrequent for builders to give parties to which FHA people
were invited. In New Orleans parties were given regularly by builders
in connection with the closing of section 608 mortgage commitments.
Five or six top officials of the New Orleans FHA office were generally
in attendance at such parties with their wives. In 1948 Shelby Con-
struction Co. gave a party at the Roosevelt Hotel on closing the FHA
commitment on the Parkchester project and in 1949 it gave a party
at the Beverly Club in connection with the closing on Claiborne
Towers. Shelby also gave fishing trips for FHA people. Its financial
success in FHA projects indicates these expenses were a good invest-
ment. One official in the New Orleans office with a good memory
gave a long list of parties, fishing trips, and Christmas presents lie
had received from builders. A New Jersey official provided a long
list of gift certificates he had received from builders.

IVillwam V. Yates, chief underwriter at the Jackson, Miss., FHA
office, receivewl automobiles from Henry F. Sadler, a builder of 2 sec-
tion 608 projects who also had an automobile agency. In 1951,
Yates made an even trade with Sadler of a 1949 Pontiac for a 1951
Pontiac. In 1953, he again made an even trade of his 1951 Pontiac
for a 1953 Pontiac. In that transaction Yates made out a check for
$1,200 to the. order of Sadler. Sadler endorsed the check but gave it
back to Yates who then deposited the check in his own account.
Sadler received no money on the trade.

There were many instances in which FHA employees were hired by
builders to work on plans that wera to be submitted to FHA for ap-
proval. FHA employees, in their official capacity, have approved
plans that they themselves had drafted for builders.

Joe K. Craw ford was a construction examiner in the Denver FHAoffice from 1943 to 1951. He was hired in 1950 by C. L. Whitchurch
and Otto Zurchin to help them on plans which were to be submitted
to FHA for approval. Whlitchurch testified that having Crawford
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draft the plans "greased the wheels" since Crawford knew all the
FIHA requirements. There were several transactions between Whit-
church and Crawford, but the testimony was conflicting as to the
total amount Crawford received.

At least two other builders paid Crawford for help on plans and
there was testimony that Crawford approached Fon'est Ross, a builder,
with the suggestion that Ross hire him to draw his plans, Crawford
indicating that his services might get Ross a better break from the
FHA. Ross did not avail himself of Crawford's services.

Whiitchureh also paid Neal Williams, in the architectural section
of thti Denver FHA office, $1,500 for work on a model home for the
Denver Home Show.

Horace J. Afo.qe,q was employed by FHA from 1939 to September
1954 as a construction examiner in the Los Angeles office. In 1949
an(1 1950 he received $9,200 from T. A. Newcomb, who represented
builders of section 608 projects processed in the Los Angeles office.
Tn 1950 .\loses was paid $1,600 by Curtis Chambers, an architect, for
FIIA builders.

William D. Sorga.tz was chief architect in the Chicago FHA office
from 1938 until Aujgust 1954. Sorgatz testified to receiving approxi-
mately $10,000 in connection with architectural work on plans that
were later processed in his office.

0.hiarles Elliot was an assistant FTTA State director in Oregon from
1946 to 1949. He testified to receiving approximately $3,000,
through an associate in his law office, for reviewing contracts for an
Fl Lk builder, and to receiving a commission of approximately $4,000
on the sale of a plot of land on which there was later built an FHA
project.

Andrew Frost had been employed by FHA from September 1934,
to June 1954 at which time lie was' assistant New Mexico State
director. Frost was questioned before the committee about fishing
trips given by builders, gambling winnings with builders, girl parties
and other gratuities from builders. To each question Frost availed
himself of the constitutional privilege against self-incrimination.

Fred 1V. Knecht and Harry L. Colton were respectively construction
cost. examiner and chief underwriter in the Grand itapids, Mich.,
FHA office. They were also partners in an architectural firm which
drafted plans later submitted to FHA for approval. On at least one
occasion they induced an architect, who had not drafted the plans,
to sign their plans so that they could, as FHA officials, approve the
plans. Knecht and Colton received over $20,000 from their archi-
tectural firm while employed by FHA.

#Joyce A. Sehnackenber.g was FHA State director at Grand Rapids.
His brother, Rex, and Fay West. were partners in several building
companies wbih.i received FHA commitments from the FHA Grand
Rapids office. Sehnackenberg induced two FHA employees to do
accounting and secretarial work for those companies. There was
evidence that lie received funds from those companies. When asked
the relationship between Fay West and himself, Schnackenberg
availed himself of the privilege against self-incrimination.

Hugqh Askew indicates a different and unrelated aspect of the integ-
rity of FHA employees in his collection of political contributions from
FLYA employees. Askew was employed by the FHA in 1934 and,
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when he resigned on March 1, 1954, was Assistant Commissioner in
charge of field operations.

Askew was the FHA Oklahoma State director from May 1, 1946
to July 1, 1947. Oklahoma was then divided into two districts and
until July 1, 1952, he was district director for the district with head-
quarters in Oklahoma City. With the help of John F. Pratt, Jr.,
assistant director, Askew sold tickets to thle annual Jackson Day
dinners to FHA employees in that FHA office on behalf of the Demo-
cratic Central Committee. In files in his office were lists of those
employees who had made contributions as well as those who had not.
Askew could give no reason for listing those noncontributors or for
recording the reason for their refusals, such as putting down opposite
one name, "Don't owe Dem anythin ."

Askew admitted giving sales talkS to employees to make such
contributions, which he considered comparable to raising funds for
the Red Cross, March of Dimes, and the Shrine. This conduct
appears to be inconsistent with the purposes of the Hatch Act.

Many honest FHA employees appear to have been aware of the
prevailing shady practices, but felt they could do nothing about it.
Some felt they had to keep quiet to keep their jobs. Tiere were,
however, some courageous employees who refused to go along with
improper practices and preferred to resign in protest. William F.
Byrne and Howard B. Jarrell are two employees who stood by their
principles and were forced to leave their jobs.

Wiliam F. Byrne was employed by the FHA in 1938. When he
resigned on March 1, 1947, he was chief mortgage-credit examiner of
the Chicago office. Byrne had disapproved the credit responsibility
of Axel Lonquist, sponsor of the Frank-Lon Homes, Inc., project, on
the basis of insufficient working capital. Byrne thereupon received
a memorandum from his immediate superior, Carl A. Jackson, chief
underwriter, that in part states:

I therefore direct that you process the above cases for firm commitments, and
sign the mortgage-credit reports for the chief underwriter. I will appreciate
your prompt attention to this matter so that c6onmitments may be issued
promptly. * * *

Byrne refused to comply with the directive and he resigned. The
ap lication was approved, but the sponsor did have financial diffi-
culties and was not able to himself complete the project.

toward R. Jarrell was chief underwriter in the Oklahoma City
FHA office from November 1945 until February 1947. In December
1945 Zone Commissioner Frederick A. Van Patten told Jarrell that
he was too "tight" in his work and that he must raise cost estimates
in order to cultivate good public relations with builders and mort-
gagees. Jarrell objected to doing so without written instructions,
but Van Patten refused to put his request in writing.

Jarrell also testified that as chief underwriter he had authority to
raise OPA ceiling sales prices on homes by 5 percent if in his discretion
conditions warranted it. Hugh Askew directed him to add this 5
percent in all cases, but Jarrel refused.

Jarrell's testimony further indicates that the measure of success
in the Oklahoma City office was the volume of business done with the
builders and that there was a great relaxation of the requirements and
regulations. The constant pressure and demands for variances in the
interpretation of underwriting instructions so impaired Jarrell's
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health that his physiian advised him to resign. Jarrell went on sick
leave without F1ay in February 1947 and finally resigned in November
1947. He ha8 sine, ieturnedl to FIHA.

VFtA 'NONFEASANCE

Burton P'. Board, FlIA generall Counsel from 1940 through April
1954, in his testinmony before this committee, helped materially to put
in proper perspective FHA's administration of the housing program.
Bovar(l was employed by FllA in 1934 its an administrative assistlanl.
Shortly thereafter he became an attorney ini the legal l)ivision, then
was mnade Assistant generall Counsel, and in 1940 4) as aplpoinlted
General Counsel. Board was legal adviser for a $34 billion housing
and home-repair program. The testimony shows that lie is till honest
man and no contrary infer'ence is here intended. His testimony (atI our-
June hearing, but nIot at. tile earlier hearing in April) was frank and
not evasive. Neverthlieless lie xlihbited ai inalbility to cope within flie,
important problems raised under the National llousing Act anti its
administration.

The charter of every section (108 corporation, (lhe forms for which
were prepared uider die supervision of tle FlIA (leneral (Counsel,
prohibited tile payNient of dividelids, except, out of earnings, witliout
the consent of die Fll A Commissioner. I his safeguard was adopted
following express stlaltutorV authorization. Had it, heen followed the
windfall frauds could not have happened.

Bovard was asked in the public hearing's:
How all these corporate ions could distribut e these windfall divldhnds, withoutt

the consent of the Federal llotising ('ommissioner. wleti the articles of inteorirna-
tMon and the law re(luired lhe Ilousling Commnissioner's consent to I he lpitymlnlt of
those dividends?

FIIA's Genieral Counsel for 14 years replied:
It would he violating ill(- charter if they {lid it, I would thihhk.

Board acknowledged that FIIA had the power to mnid did ri( equine
these corporations to file atmual audits with FlIA. Ile ac'knowhle ged
that most of the corporations did so and that "very likely" these
audits disclosed the dist ribuitions of windfall dividends. O1r examuina-
tion .reveals that. they ill fact did so. Bovard testified that he knew
nothing about the aidilit reports or the dividend distrilutions. lYe
did not recall any of the Commissioners ever asking for his opinion
as to whether they could pel'mit, these dividends. When asked if he
knew that these dividends were being distributed, he replied "I did
not." When asked if they kept that fat, from him, he replied, "they
probably didn't know it, themselves." But, when Ite, was reminded
that they could not, hell but know that fact if they had read the audit
reports, lie replied, '•'es; but, they didn't. read the audit reports"
(investigation hearings, Juine 1954, p. 294).

Bovard was then asked whether lie would have advised against, it.,
if Powell had asked him for an opinion as to whether these dividends
could properly be declared. He replied:

Why of course. We woutild have advised against, any violation of the charter.
* * * I know, however. tlat, dividends--I think there is a requirement in there-
that dividends can only he paid out, of earnings (investigation hearings ,Ju1ue 1954,
pp. 294-295).
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The files of FIIA today contain literally thousands of audit reports
submitted by sponsors of section 608 corporations. The filingss
stamps on these reports shows that they were filed annually from the
inception of each project. The reports in most of the cases in which
there have been windfall dist ributions clearly disclose the payment
of those dividends. A failure to have knowit that such distributions
were unlawfully taking place could only have resulted from a failure to
have ('ven perlisetd those financial statements.

As General Countsel, Bovard was responsible for the investigative
staifr of FIIA. lie admitted that reports of gambling by Powell had
come to his attention, and that he failed to ask the FBI to investigate
these charges, although he conceded that it, was the function of the
FilBI to investigate charges of irregularities against Government
officials. He testified, witTi respect. to those charges against Powell,that.-
if it was a charge relating to an irregularity, the FHIA should 'investigate for pur-
po)ses of aditiliist ratlve action, and it. is only If the charge indicated a violation of
a criminal law, as I understand It, that it. w'ouhl be turned over to (the FI1.

When asked if he did not consider the fact that. a mani on a relatively
modest salary was able to lose large sums of money gambling would
indica-te a possible violation that the FB1 should investigate, he
replied, "I don't think that gambling would be a crime." When his
attention was again called to the possibility that a. crime might be
inferred from the fact that Powell had the funds to lose thousands of
dollars gambling, Bovard replied "I don't think that would be a crime
either" (investigation hearings, Jtune 1954, p. 280).

There is discussed elsewhere in this report the problems inherent in
having virtually encouraged builders to file false estimates inl their
applications. This resulted from a legal opinion by Bovard that such
false statements did not constitute a criminal offense.

This ( question first, arose in 1951, when the United States attorney
at, New elcans communicated with the Attorney General, apparently
intending criminal prosecution in connection with misstatements in
the application on one of the Shelby Construction Co. projects. The
Attorney General wrote Bovard with respect to allegedly false state-
ments given in that application concerning architect's fees. On
August 14, 1951, Bovard wrote Attorney General J. Howard Mc-
Grath a letter which is, in part, as follows:

Our files indicate that, m far as this Administration can determine the require-
ments of this Administration have been met., or at, least we find no evidence of
violation of our requirements nor any evidence indicating any fraud against, the
United States in connection therewith. As you know, the d(it.erminatlons mado
by this Administration with respect to, the maximum insurable mort gage must
necessarily be based upon estimates. .

At our hearings Bovard was asked whether it would be a criminal
offense for a sponsor to estimate architect's fees at, 5 percent in his
applicatiion, "if in advance of filing the application the sponsor knew
that his architect's fee wias only to be a half of 1 percent." Bovard
replied, "I (don't, think it would be a misrepresentation at all."

On April 30, 1951, Bovard again wrote the Attorney General with
respect to a prospective prosecution concerning the Joseph B. Wil-
liams, Inc., project in Newberry, S. C. Bovard then wrote that, he
was informed that the United States attorney proposed prosecution
under the "specific" provision of section 1010 (tlhe special provision
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against filing false statements with FHA) and that therefore lie
assumed FHA "would be expected to take some further action in
regard to the matter." Bovard advised the Attorney General that
no further investigation was necessary because it was clear there had
been no criminal offense. His letter is, in part, as follows:

Any prosecution would appear to be ha.ced upon the submission of a false sl ate-
ment for the purpose of influencing the action of the Federal Housing Adininis-
tration, and on this point it. is believed that the following facts in regard t~o the
actions taken by the Administration would be of material significance. The
determination made by the F1IA as to the maximum Insurable mortgage is based
upon the FHA estimate of the replacement cost of the building improvements,
and such estimate is not influenced by the amount of the contract executed for
the construction of the improvements. * * * The fact, that, the actual construýc-
tion contract may have been different in amount than the contract. presented to
this Administration and that the contractor encountered financial difficulties in
performance did not, so far as we can determine, have a material effect on the
ultimate security provided.

The Attorney General apparently had not asked for Bovard's
opinion, but his letter concluded by saying that, while it was not his
purpose to discourage prosecution, he felt compelled to point out that
it could not be established that any "side agreement' with respect
to that project which was not disclosed to FHA, could have any bear-
ing on FHA's determination.

A similar letter was written by Bovard to the Attorney General on
one of the Warner-Kantor projects in St. Louis.

The view taken by FHA with respect to the prosecution of persons
filing false applications was expressed to this committee, by Warren
Olney III, Assistant Attorney General in charge of the Criminal
Division, as follows:

We have had this experience, that. we have learned it. has been impossible to
make criminal cases out of those section 608's because FITA takes the position
that even though we can prove that false estimates and false statements have
been submitted b)y the pronoters of these projects, FIIA said they don't rely on
them, and although they admit that they are false and that, they are lies, because
we don't rely on them we can't make a criminal case * * A. And that, senator,
is why it, is impossible for the I)epartment of Justice to prosecute on these section
608 cases, because we cannot prove that the Federal Government was defrauded,
in the face of FIIA's own statement that they never relied on these false Qtate-
ments, so they are In the position of saying that they weren't dec.iveri or de-
frauded; they'were just giving this stuff away (Housing Act. hearings, April 1954,
pp. 1616-1617, 1623-1624).

A final act of FHA staff indifference occurred April 12, 1954. The
President that day ordered all FHA files impounded. William F.
McKenna had been appointed Deputy Housing and Home Finance
Administrator to investigate the FHA program. McKenna testified
that on April 12 lie read the President's order to the Deputy FlHA
Commissioner Greene in the presence of Howard M. Murphy, FHA
Associate General Counsel; that the order required all field directors
to be notified that the President bad impounded the files; and that
Murphy thereupon advised that-

Mr. Greene was in danger of having to pay for any telegrams he sent out in
response to the President's order out of his own pocket, because Mr. Murphy
doubted whether the President of the United States had any control over thle
Federal Housing Administration, except to appoint, the Commissioner with the
advice and consent, of the Senate * * * (investigation hearings, June 1954, p. 4).

FHA had ignored the congressional suggestion for controlling
dividends, it had flouted the congressional mandate with respect to
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appraisals being based on "actual costs of efficient building opera-
tions," it had denied the Attorney General the opportunity to prose-
cute the filing of false applications, and its Assistant General Counsel
questioned the President's authority to impound its files. This is
bureaucracy at its worst.

FHA DECEIVED CONGRESS

On July 29, 1949, Franklin D. Richards, FHA Commissioner, and
Clyde L. Powell, Assistant Commissioner, testified before this com-
mifttee. In the light of subsequent information, now publicly avail-
able, their testimony was certainly misleading. We quote pertinent
portions from the transcript:

Senator LoN0. I see. This also has down here that there are allowances based
on the appraised value of land in use as a rental development, rather than its
acquisition cost.

As I understand that, a man is permitted on the aniount° of the mortgage to esti-
mate what tile price of the developed lantd Is rather than tile p~rice hie actually paid
for it. For example, if I go to a section of town where there is a stb.taitlal amount
of vacant property developed butt not where lie is, if I could buy that relatively
cheap, say $1,000 an acre, and I developed it, I would be entitled to more or less
look at. t hle developed cost which might. be $5,000 an acre, rat her than the cost that
I paid for it, I take It.

Mr, RICHARDS. I would like to ask Mr. Powell to tell you about, that specifically.
But let, inc say this, of course, that most all land where relatively large projects
are developed is what we call normally raw land, and it, has to be imrproved. It
costs money to put streets, utilities, sewvers, so ott and so forth, in there.

So our value is based upon the land ready for use. Will you go into detail on
that.?

Mr. IPowFJt. You explained it pretty well there, Mr. Richards. We take the
actual going market price of the land in its present state, and inl order for it, to be
usable in a multifamily rental housing project,, it might iave to have streets paved
onl the outside; we might have to bring up a sewer I lie, water mains, and so forth
to Permit it to be used.

Senator LoNa. To make it. ready for use. You would permit that cost itn the
value of the section 608 project?

Mr. POWELL. Yes.

The testimony shows it was quite routine for FHA to value land at
2, 3, or 4 times, and frequently far more, the actual market price, plus
the cost of utilities.

Senator LoNe. Of course, that is a point I was getting around. I have never
seen a contractor yet who stayed in business over a long period of tine and got
to be very successful bidding on a job but what if be lperforms, lie usually mati-
ages to get that building i)p in a little less than the estimated cost, and there is a
little saving produced there usually. I mean it is a general practice among
contractors. Some might run over it.

Mr. RICHARDS. However, we have a large volume of business, as you know, and
maintain cost estimators and analysts 1 each of our offices; and it is their duty
and responsibility exclusively to be in thbfield and check these costs all the time.

Now, as you indicated, a very successful contractor knows how to operate his
business on a basis where lie does not lose money. The actual cost of construtc-
tion, including these items that you have mentioned here, vary frotim builder to
builder.

I suppo.ie if you took 10 builders itt New Orleans or any other city who would
produce exactly the same structure, you would find it would cost each one of them
something different. So we try to get what we estimate would be the cost to the
typical builder, not to the very most efficient or not the poorest builder, but the
typical builder.

That testimony was given 2 years after Congress had amended-the
law to require that estimates be based on the actual costs of "efficient
building operations."
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Senator TIo•a. * * * I have a friend who constructed one of these section 608
projects, who toll ine that he managed to construct his project for 70 percent of
tile estimated cost. * * *

I will tell you, to begin with, this particular person who made that statement to
me, is, in m1y opinion, One of the most efficient builders I have ever known. The
evidence of that is that he ha.' made timore money fit the building business than
anyv young man I know, and undoubtedly hie is extremely efficient.

1tlt do you think that it is possible, even for the most Cellhi1nt type builder, to
actually construct his project at 70 percent of the estitnated cost?

Mr. "eowtmhh. No; I do not think so.
Mr. Itt•citums. I (1o not think so.
Mr. Powi.ti,. I do not see how that is possible, because we are right on top of

local construtction costs. We get a determination from the Secretary of Labor
as to the wages that lie must pay for all the mechanics on the jot). If ho does not
violate the statute, ihe must, pay that wage rate.

We estimate the length of tImne it takes to construct that jon, and make ani
estimate of all the materials that. go Into it, such as plunm)ing, heating, plastering,
electrical work, and all that. Our figures are oln the current market, nlot on the
national market, what. it. costs in thi4 particular commnUilty. We might be off
2 or 3 percent. I do not think it could be physically possible to be off anything like
80 percent.

Senator Long again raised the point of excessive vaahtations:
Senator ,o,•(. * * * But (id) you know of any other ways where a man by

midence or by care or by any other muanimer of handling his project night, comne
)elow or might. further reduce his cost In building one of t hese projects?

Mr. Powmm,. I (1o not, see how he couhl, Umiless our local estimate of the cost
of the product ion of the structures ~ oulld he far in excess of what it would actually
cost h1imm1 to IbIld.

Senator BnimKvc'It. There- have been many instances like that, have there not?
MNIr. Powv:luh. Not to my knowledge, sir.
Senator BtilCKeqI. You (do not know of any?
Mr. Pow•mm,. No, sir.

Finally Senator Long again asked the question:
Senator 1,oxo. (o t (o not, thlik a man could construct a project, then, even

if you include his own profit, for 30 percelt, below what the actual estimated cost
of the project was?

Sr. Powj~m1. Well, Setator, if lie did, I would say that our otllce had made a
pretty serious error in estitmatting the cost, of the joh. It has never been called to
our attentit, 1aud 1 (10 not See how you could miss anl estimate of cost on nit ordi-
nary housing project of a'ny 30l percent.

This record shows ntanv cus64 in which actual costs were 30 perIent
less than the FI[A estimates of eost. TIhat testimotyv occurtred July
29, 1949, Powell, al)i)a.rently willfully, then deceived *this colhlnlitteo.
On July 1, 1949, Lester I1. Thomlpsoii, FIIA Comptroller, sent Powell
ai memnoranduml that the recently filed first annual statement of
Elisaheth Apartments, Inc., (iscl•sel a dividend of $550,000 inl the
first year. The inenorandum olmserves that the charter pr'ovid1es that
dividends "cani only be paid out, of net earnings" and that "tile
maximum amount permitted by the charter was $35,494.24." This
$550,000 dividend was a windfall distribution out of the mortgage
proceeds of a $4,467,100 mortgage.

On July 27, 1949, 2 (lays before testifying before this committee,
Powell wrote the President of that corporation:

In reviewing the certified public accountant's -audit report covering the above
corporation for it-s fiscal year ended April 30, 19,19, we note that dividends In the
amount of $550,005 were paid, whereas the net earnings, after making provision
for required amortization and deposits to the reserve for replacements of the
corporation, aggregate(d $35,404.24 only. In our opinion, pernmissible dividends
should have been limited to the latter atnount.
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Subsequently, Powell wrote the corporation approviIg the dividend
payment. The FRIA's then General Counsel has testified such divi-
dends were unlawful. Every section 608 corporation was thus
limited as to dividends and each was required to file similar annual
statements. These statements, still avaiahile in FIMA files, consist-
ently disclose the payment of the dividends. It is not possible that
Powell did not knowý, of the windfall prolits when he then testified
before this committee.

SXC'TIoN C. INDUSTRY IltESPONSI IIILITrY

I'lhe organized home building and finltl(ing i(liustri( s must sharo
with the MlLA responsibility for abuses and irreguhirities under the
National lHousing Act. While only it relatively few 111eiIbers of the
industry xwere involved in the irregularities, the nat ional assoeiatiolns
coinsistently mct.ed to protec(t this ininoi'it,, to the dhetriment of the
honest majority of the industry. The Industry consistently mis-
I'epresvelte to the Congress froiti 1942 through 195() the existitne'c of
wrongdoing and, as ai consequence, also denlied the Congress the benefit
of their expert knowledge.

The industry associations sought to thwart and to minimize the
efforts of this Committee to investigate housing frauds. Instead of
giving us their wholehearted support in ascertaining the facts, and to
help 1 clean up a bad situation, these associations instead devoted
theninselves to justifying the activities of an unscrupulous fiew.

BUILDING INDUSTRY OPPOSEs INVESTIGATION

The National Association of Home Builders has publiely imlpugned
the' motives for this investigation and1111 has even sought to 'i~dicule this
committee. An April 14, 1954, piess release of Richuad G. Hughes,
president of the Home Builders Association, contains these rash
statements even before the inquiry had started:

While I realize there may be some publicity value inherent In investigatioms,
the facts show that the FI IA operations currently umd~er question represent far
he.,s hlan 10 Imreelit of the agency's total operations. Let, us not, let a very small
tail wag a very big (log. * * *

The W\hite house readily admits thai housing is tho nmaln prop of our postwar
economy, Hulghes pointed out. I hope they won't. forget it.. * * *

Dto charged that, the circus atmosphere under which the attacks on FllA opera-
Mions were made gives thel public a fake imuiressioII of PlH A and cert ainly unjustly
puts a black eye oil relputable builders everywhere. (housing Act, hearings,
April 1954, 1). 1464.)

This reference to these hearings as a "circus" may indicate the view
of the tonic Builders Association, but we do not believe that the
American people regard the "l)erformfance" as in any way resembling
the frivolity of a circus.

Following the lead of its parent organization and not impressed by
the previously exposed revelations, Arthur C. Wright, president,
Home Builders Institute% of Los Angeles, made the following public
statement coincident with the committee's hearings in that city last
September:

Arthur C. Wright, president of the Home Builders Institute, spoke out in praise
of the Federal agency, and the Nation's home builders to counteract "serious public

iNsun(derstandings" that might arise from the hearings being conducted here by
a Senate subcomnmittee. * * *
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Hle declared that both political parties voted for provisions niaking possible the
so-called windfall profits now under investigation in connection with the financing
and construction of rental properties, homes, and home improvements. * * *

Consequently, he charged, "a st-igma has been placed on the home-buildilng
industry and one of the finest units of Federal Governnment because of the sharp)
practices of a relatively few rental building contractors." * * *

Let us rememl)er that, in our dynamic, growing country, there is still a big job
to do and everybody-the public, the Government, and the home-lbuildhig In-
dustry-will stiffer if unjust persecution is conducted against those who did things
which were sanctioned by law and done under the pressure of the housing shortage
emergency (investigation hearings, September 195.1, pp. 1597, 1598).

This statement presents the prevailing views of some builders, who
have testified before this committee. 'I hese builders repeatedly tell
us that its prosperity is so essential to the prosperity of the whole
country that it must be kept operating full seale at all costs. They
seem to feel that the Oovernment must subsidize their industry to
whatever extent is necessary to accomplish that objective; although
thev would never admit that it was a subsidy.

'These builders have told the committee that the country just will
not get rental housing unless builders are free to make a full fair
construction "profit" out of the proj yet's mortgage proceeds and still
own the property without any subi)stanltial permanent investment.
They warn us that in their opinion unless such profits are available
fromi the mortgage.money rental housing just will not be built. This
means a mortgage in excess of 100 percent of their actual costs. And
their practice in some cases seems to be to take this profit only on a
basis that permits them to avoid paying normal income taxes on what
they. call their profit. Builders of this point of view are generally
unwilling to invest their own capital, other than to make loans to the
project after repayment is assured by a Government-guaranteed
mortgage. This is a great disappointment to a committee whose
members believe so completely in private enterprise. It is also an
unwarranted indictment of those builders who have operated within
the spirit and letter of the law and who don't share this view.

The Mortgage Bankers Association's views closely parallel those
of the Home Builders Association. At the outset of this investigation,
William A. Clarke, president of the Mortgage Bankers Association,
issued a press release which is in part:

* * * The forced resignation of Guy T. 0. Hollyday as Commissioner of the
Federal Housing Aaministration is unwise and "unjust. In Mr. Hollyday's
resignation, the Administration and the entire country have suffered a great
loss * * *.

In our opinion Mr. Hollyday's resignation has been forced, not because of any
indifference to abuses of the 'HA system even though that is the announced
reason. We wonder whether the reil motive behind this summary firing is the
fact that Mr. 11ollyday is known to have opposed the administration's plan to
transfer from the FHA to the Housing and Home Finance Agency the authority
and the responsibility placed by the Congress with FIIA. * * *

Mr. Hollyday's summary dismiissal will be regretted by everyone who knows him,
knows what lie stands for, and knows what hie has endeavored to accomplish for
the Administration. It is a blow to good government and to the cause of enlisting
intelligent and honest people in the Government * * * (Housing Act hearings,
April 1954, p. 1491).

The mortgage bankers did not wait for the facts and impugned
false motives to the President for discharging Hollyday. Yet subse-
quent disclosures revealed that Hollyday permitted Powell to resign,
and personally sent him a laudatory letter, with knowledge of at least
some of Powell's inequities.
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In the course of its own investigation FHA sent a questionnaire to
all section 608 sponsors asking for their construction costs. In Juno
1954 Samuel E. Ned, general counsel, Mortgage Bankers Association
of America, wrote to each member of the association suggesting that
he not answer the questionnaire. Tle letter is printed in the
hearings at page 3498.

Although he quotes from the charter of every 008 corporation that-
the corporation shall give specific answers (to F1IA) to questions upon which
information Is desired ftom time to time relative to the income, assets, * * * and
any other Information with respect to the corporation or Its property which may
be requested * * *-
Neel doubted that PHA had the authority to ask for that information.

The letter had its effect on the answers to the FHTA questionnaires
to section 608 sponsor corporations. A total of 6,438 questionnaires
were sent out but only 1,201 were returned completed with the required
information.

As in the case of the home builders, the reputable members of the
Mortgage Bankers Association are put in the position of protecting
those of its Inembers who have been guilty of sharp practices. Why
should any honest builder be unwilhng to tell his Government the
actual cost of his Government-financed project?

CONGRESS WAS MISLED BY THE INDUSTRY

The sect ion 608 multifamily housing program extended over a
period of 8 years during which many public hearings were held before
this comnuttee on t hat act. 'Ihese hearings reveal that Goverimnent
anld housing industry witnesses were unanimous in their pratise of
this prograin and concealed from the committee abuses in this program.
When witnesses were (juestionled as to the possibility of ,mvarranlited
profits, they promptly assured the committee that there (o0hl be nio
wrongdoing or irregularities in the section 608 program. Unfortun-
ately, the committee and the Congress relied on the iiitegrity, honesty,
and judgment of these responsible representatives of the home
building and financing industries who testified before this committee.

Rodney MI. Lockwood, president of the National Association of
Home Bifilders, testified before the committee on January 17, 1950.
Even in 1950, when the knowledge of windfall profits appears to have
been widely known in the industry, Lockwood denied that FHA
mortgages ever exceed 100 percent of cost, His testimony is in part,:

Senator XPrAKMIAN. * * * W(ei have had fine cooperation under section m1g8.
Yet., isn't. it trite that, under sectije (108, many times the amount. of money that.
the Federal Government gitaranteed, or insured, or stood for, I don't care whatterm you apply, reresen(ttd more than a hundred percent ?

Mr. lOCKWoD. I don't. kntow of a single ease of that being trite. I think that
is olUe of the most widelv circulatl(d bits of nmishiformnation that I have heard
talked about, in housing ft')r a good miat y years. h linpression seents to be 'hat
the builder gets in the form of a loon tutu er section 608 more than tho total cost
of the project. Believe tile, in I those that I have part ielpated in that lhas not. i-elt
true. I have not actually seel or hear( of any. in which that was true.

Senator SPARKMANJ. I don't. have it. before utte, but we had numerous specific
cases called to our attention, anad I believe I am safe in saving this: That solm
mntembers of our committee have told (us that they had beemi told by the builders
themttelves that, they had gotten more than 100 percent,. If I remember cor.
rectly, I won't say itf positively, butt as I remember it Senator Long said he knew
of a case where albuilder friend of his had gotten 120 percent..
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In all fairness, let, me say that I am not condemning the builders.
Mr. LocvwooD. If I may be facetious, I would like to say that that statement

of 120 percent sounds like barroom talk. I can't believe that the FIIA would be
that lax in its administration. (Hearing on S. 2246, January, 17, 1950, p. 206.)

This investigation has revealed many cases where the mortgage
proceeds have exceeded 120 percent of the costs. In fact, there are
cases where the mortgage proceeds were 130 percent and 140 percent
of the actual costs. Mihe existence of windfall profits was not just
"barroom talk" as this housing expert led the committee to believe.
The National Association of Home Builders is still maintaining an
ostrichlike attitude.

At the same hearings William A. Clarke, who is now president of
the Mortgage Bankers Association, testified before this committee
that-

I have had a lot of experience with section 608. I have seen none in our area
that In my opinion were in excess of the cost. You hear rumors of those things
going on ind I presume it has gone on in some spots, but it is like, I presume, any
other kind of lending agency does, there are mistakes made that, are perfectly
sound and honest mistakes. As far as I personally am concerned, we have had
our hands in a great many section 608's, and I have never seen any portion of
them that I thought, was out of the way. I have never seen anybodyvmaking any
killings under section 008. * * * (Iearing on S. 2246, Jan. 18, 1950, p. 296.)

If Mr. Clarke had hald a lot of experience in section 608 projects
and had "never seen anybody make a killing under section 608," it
would al)peal either that he had not looked very far or had closed his
eyes. Mr. Clarke also is apparently still unconcerned about the
vi(lespread abuses under section 008.

COMMENT BY SENATORS FULIRIJIGHT, ROBERTSON, SI'ARKMAN, FREAR,
DOUGLAS, AND LEHMAN

While the committee has adopted many of the changes we have
suggested in this part of the report, we feel that it still does not make it
suihiciently clear that only a relatively few in the industry and in the
FHA were guilty of malfeasance, obstruction, or deliberate mis-
representation.

As to the individual industry spokesman, based upon the record,
we believe it would be more appropriate to limit the language of the
report to questions 'relating to their judgment and awareness, rather
than to raise implications with respect to their honesty and integrity.
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PART IV. THE FRAUDS AND FHA MALADMINISTRATION

Other sections of this report deal with specific cases in which FHA
improperly administered the Housing Act. Here we point out some
of the general abuses of the housing program found by our investi-
gation to have existed.

SECTION A. APPLICATIONS FOR FHA COMMITMENT

The point of beginning for any section R08 commitment was the
Application for M1ortgage Insurance. We have already discussed
the extent to which IH-A permitted builders to include untruthful
statements in these applications. We now show the extent to which
the FHA frauds could not have occurred had honest answers been
required to the questions in those applications. The extent to which
many builders made no effort to make honest estimates in their
applications is shown in the testimony of Herbert DuBois, a Phila-
delphia lawyer turned builder, who testified that-

The only thing I can say is this: That. the standard procedure in our area,
where we 'were building, the standard procedure with the FHA office was that
the builders-and I think practically all of tfhri--I can't make that statement
under oath that all of them did-but to the best of my knowledge practically
all of them filed their application for the maximum amount of mortgage that was
permissible under the act. The reason we did that was because we wouldn't

ave any actually specific way of knowing what to file for and, furthermore, we
were tol(i by the F IA office to file for the maximum and then they would issue
their commitment, for whatever their cost, figures showed and their appraisal
figures showed we were entitled to (investigation hearings, july 1954, p. 955).

When asked, "Are you saving, Mr. DuBois, that your application
to FHA was not even inten(led to reflect your own estimate of cost,
but was intended merely to be the maxinmum permitted by statute?"
he replied "that is absolutely correct."

Many builders testified that they (lid not even read the applica-
tions, pI prepared for them by others, before they were filed.

Joseph J. Brunetti, sponsor of a section 608 project in New Jersey
with a $1.2 million windfall, testified that mortgage brokers filled out
his applications without consulting him and used their own estimates.
When asked if lie had ever signed applications in blank, be replied:

I think that if you say that I signed them in blank, it, could have been simul-
taneously, where they were partially filled, and I took it for granted that they
were acquainted with the regulations and I signed them and didn't notice them
if they were blank or filled out sometimes (investigation hearings September
1954 1). 3039).

Sidney Sarner, sponsor of another New Jersey project with a $2.5
million windfall replied, "No, sir," when he was asked if he had filed
an application for a loan. Then he continued:

I filed it, through a mortgage comipany, not direct. Here is my understanding
of it. I don't know whether you have the same understanding. Certain ap-
proved mortgage companies which the FHA recognizes-these companies go out
and solicit business and say, "Look, we are connected with a real estate company"
or whatever it is. "We will get you a loan." You are a builder and they come
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and look for business. "We can get. you a loan for so much if you will build such
a type of project" (Investigation hearings, July 1954, p. 444).

The quoted testimony of Sarner was taken in executive session and
made public by direction of this committee after Sarner had availed
himself of the privilege against self-incrimination when called to tes-
tify at a public hearing. Sarner's testimony would indicate an objec-
tive of obtaining a mortgage for as large an amount as possible and
building the structure for as small an amount as possible; with but
little, if any, relationship between the two. Greater integrity would
have accompanied the housing program had builders seeking mort-
gage commitments been compelled to give their own best estimate of
their anticipated costs.

The application was a detailed 4-page, legal-size paper, docu-
ment. On the theory now advanced by FHA it should have been
sufficient for the builder merely to have written a letter to FHA ad-
vising it of the amount of the mortgage he desired.

In the Parkchester case, involving a windfall of about $2.5 million
and which is now in process of foreclosure, the application for mortgage
insurance was filed 2 (lays after the purchase of the land on which the
project was built. The land was located on the outskirts of New
Orleans and did not have any peculiar characteristics. The seller was
himself an astute lawyer turned builder who had successfully sponsored
other section 608 projects. The purchase price,- in that arm's length
transaction, was $232,759 and would seem to be the best estimate
of the market value of the property. Yet the application to FHA,
filed only 2 (lays after the purchase of the property, estimated its
value at $1,123,000.

The Cafritz application on Parklands Manor valued land at $20,000
an acre which had been purchased for $690 an acre. That valuation
was more than six times the valuation placed upon the land a few
years earlier by the Internal Revenue Service in connection with a gift
of the property by Cafritz. And at the time of the gift Cafritz had
stated in his glft-tax return that its value was still only $690 an acre.

Pursuant to the statutory requirement that sponsors show equity
equal to 10 percent of the estimated cost, the application had to show
the character and extent of the equity to be furnished. In the Shirley-
Duke case, which is an example of almost everything done wrong in
the section 608 program, the land was shown as a part of the equity
to be advanced by the §ponsors. The application estimated the value
of the land at $508,220 and stated that equity in that amount was
thereby being contributed by the proposed stockholders. Testimony
before this committee shows, however, that at the time that applica-
tion was filed the sponsors had merely an option to purchase the land
for $178,000. Furthermore, a contract between the sponsors and
Investors Diversified Services provided that IDS would finance the

,acquisition of the land for which it would be reimbursed out of the
proceeds of the mortgage. Not only was the land paid for out of the
mortgage proceeds, but the agreement with IDS to do so was made
before the application was filed. The application estimated the value
of the land at three times the market price fixed by the sale and was
wholly false to the extent that it indicated that any part of the land
was being supplied as equity.

The testimony is further that FHA advised these sponsors that their
applications did not show sufficient equity contributions. They
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therefore amended the applications to include N. J. Sonnenblick as a
sponsor and stated that he would contribute several hundred thousand
dollars as equity. Sonnenblick testified that this was all without his
knowledge or approval.

The estimated cost of the Shirley-Duke project was $15.3 million.
This should have required equity of $1.5 million. Yet the only
equity ever advanced by the sponsors was $6,000 (and they immedi-
ately put themselves on the payroll at $60,000 a year.)

It is not conceivable that any intelligent FHA employee could or
would have issued the Shirley-Duke commitment if the FHA files
had contained an application stating the true facts with respect to
the proposed financing of that project. Yet FHA has taken the
position that the statements in the application were of no concern
to it. Ironically these sponsors estimated the cost at a little over
$15 million and FHA made substantially the same estimate. The
actual cost, including interest on all construction funds advanced,
but not including the profits or fees paid to IDS, was a little over
$10 million.

Although FHA says that it ignored the figures in the applications,
these builders and FHA were each oir more than 30 percent in this
estimate.

The application for Essex House in Indianapolis, by the Warner-
Kanter Co., similarly misstated known facts with respect to the land.
Correspondence produced at the hearing shows that from its incep-
tion those sponsors planned to have outside builders advance the
money for the purchase of the land and receive p referred stock for
that advance which would be redeemed out of the proceeds of the
mortgage. The land was in fact paid for by issuance of preferred
stock which was redeemed out of mortgage proceeds, yet the applica-
tion showed it as an equity contribution. That applications also
estimated architect's fees very substantially higher than those ro-
vided for in an agreement with the architect niade before the applica-
tion was filed. These statements in the application cannot be said
to have been made in good faith when the application was filed. In
the final agreement FHA officials were apprised of the facts but did
not raise any objection and issued the commitment.

These sponsors were also the subject of correspondence between the
Attorney General and Bovard (FHA General Counsel) with respect
to a contract between the sponsors and the builders not disclosed to
FHA, which was substituted for the contract between them filed
with FHA for the construction of a section 608 project in St. Louis.
The undisclosed contract was for $100,000 less than the disclosed
contract. As previously noted, Bovard advised the Attorney Gen-
eral that criminal action could not be taken.

We are not unmindful of the fact that honest opinions may differ
as to the estimated, or the fair market, value of real estate. But it
is difficult to understand a valuation 3, 4, and even 5 times or more
the purchase price in a recent arms-length transaction between
competent businessmen. While FHA valuations were never exactly
the same as the builder's estimates, by coincidence they were generally
quite close to the estimate of the builder even when that estimate was
several times the purchase price.

The misstatement of architects' fees in FHA applications has been
widely known for some time. FHA made it known that it would
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allow a 5 percent architect's fee in every case no matter what the
architects' fee was in fact. Five percent is a normal architect's fee
for a normal building. But many FHA projects were of the "garden"
type, consisting of a great number of smaller buildings. TheShirley-

11 uke project includes 200 buildings averaging 11 apartments each.
This is similar to the situation in most of thelarge section 608 projects.
The drawings and plans for one building substantially accomplished
the drawing of the plans and specifications for all of the buildings in
the project. In these circumstances it is understandable that
architects would undertake such projects for fees of 1 percent and
even one-half of I percent. The hearings disclose many cases in which
the builder estimated architects' fees at 5 percent although he had
previously made a firm contract with an architect at a very sub-
stantially lower sum.

'T'hese, are the principal respects in which builders gave inaccurate
or untruthlful statements in their FHA applications. On a less frequent
basis there are a long list of other misrepresentations made to FHA
all primarily to meet the statutory requirement that a sponsor furnish
10 percent equity either in property, cash, or services. We think the
materialitv of tihe statements contained in these applications is shown
by the mere fact that each applicant was careful to make certain that
hlis application met the statutory test for equity capital.

SECTION B. APPRAISALS BY FHA

Liberality, and perhaps laxity, in FHA appraisals is the other side
of the coin to misstatements in the sponsors' applications. We call
under-stand how a sponsor might estimate the value of laud at several
times the price at which he recently purchased that land from a sane
an(i intelligent seller (when no penalty was imposed for doing so),
but it is not as easy to understand the FHA appraiser intelligently
reaching approximately the same excessive estimate.

Powell testified before this committee in 1949, accompanied by
Bovard and Richards, that it was impossible for FHA cost estimates
to be as much as 30 percent off. Nevertheless many of them were
off by that much and more. Curt C. Mack, Assistant FHA Com-
missioner in charge of Underwriting from 1943 through 1954, testified
at our public hearings. When he was asked if they ever checked the
actual costs of these projects to determine the accuracy of their esti-
mates lie replied:

We tried to. The insuring offices, each director was a member of the chartered
corporation. In fact., he was a director, and those reports were sent not, only to
Washington-1I believe they went to the Rental Housin Division--tley did not
go to the underwriters-bift they were placed also in the hands of thei director
of the insuring office which had jurisdiction over the area in which the property
was situated. We used those reports largely for purposes of checking operating
expenses and the accuracy of them (investigation hearings, October 1954, p. 3487).

Following that response the following questions were asked Mack,
to which he gave these answers:

Question. How did you miss so many times?
Answer. I can't answer that.
Question. Were you aware at the time that you were missing?
Answer. No.
Question. You Pay you weren't aware?
Answer. Not in all of these cases. These so-called windfalls were a shock to

me.
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Question. You say you were shocked at the disclosures?
Answer. At the extent of the alleged windfalls.

The evidence received during this investigation warrants the con-
clusion that in its eagerness to satisfy builders who were interested in
sponsoring multiunit housing projects, FHA frequently estimated
costs at whatever it thought was necessary to satisfy the demands
of those builders.

It does not seem possible that FHA cost estimators could, had
they conscientiotisly discharged their responsibilities, been off 30
to 40 percent in so many cases, as has been disclosed by our inves-
tigation. It is natural to assume that in the normal course FHA
estimates might be high in somn cases and low in other cases. But we
find builders who sponsored 10, and even up to 25, projects whose esti-
mates were always on the high side, and whose estimates averaged as
high as 20 percent above actual costs. This is inconsistent with the
premise that in the normal process of estimating that the estimator
would be a "little" high in some cases and a "little" low in others.

SEcTION C. FHA SALES AND PROMOTION

The Federal Housing Administration apparently considered itself
obligated to "sell" the section 608 program. The committee has
heard testimony from builders that meetings were called by FHA
officials to persuade builders of the great benefits of the section 608
program. Builders were encouraged to inflate their estimates of costs.
FHA made it known that an architect's fee of 5 percent would be al-
lowed regardless of what was in fact the architect's fee. Builders were
were told that these projects could be constructed with little or none
of their own money.

A Los Angeles builder, Arthur B. Weber, told the committee that
he was invited to an FHA meeting at which the section 608 program
was explained and that lie was told that he "should wind up the project
without having any investment in it." The extent to which the pro-
grain was "sold" is shown by its success in the New Orleans area where
there was a greater amount of defaulted projects than in any other
area in the country. L. J. Dumnestre, FHA Louisiana State director
from July 1, 1947, to July 30, 1954, gave this explanation of the sales
program:

First, multifamily housing, as such, is not common to tihe.area. Up until the
advent of the section 608 program I would say we had practically no apartment
houses in New Orleans that were larger than 20 or 25 units. We were urged, and
instructed bv the ,Washingtoil office, to sell the section 608 program to builders,
to l)rovide badly needed housing. New Orleans and Louisiana, along with the
balance of the country, was critically short of rental and sales-type properties.
We got out and we did a good selling'job. We did too good a selling job because
probably we built a little too much. About 3,800 units of rental housing camne
on the inarket in New Orleans within a period, I would say, from 18 months to
2 years, and it was just a little more than we could absorb at one time * * *
(Inlvestigation hearings, September 1954, p. 2016).

Under date of January 8, 1947, Franklin D. Richards, then Assistant
FHA Commissioner, sent a memorandum to the directors of all local
field offices urging a planned pattern for selling the section 608 pro-
gram. Prepared speeches were sent to the directors and a detailed
program was included. The field directors were told when and how
to call the conferences. They were told who to have speak, what
each should say, and how long each speech should take. A detailed
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follow-up program was given the field offices. This brochure is similar
to those frequently sent out in connection with Ihigh-p)owered public-
relations programs. The document is included in the printed hearings
of the investigation (p. 3681).

An address by Ward E. Cox, former FHA Assistant Commissioner,
before the West Coast Builders Association in December 1952, further
illustrates the extent of this sales program. Cox there told teli builh-
ers some of the many ways ill which they could make money oln
cooperative housing projects with "no risk capifital or permanent capital
investment" and with a return of all funds that might be required to
be advanced to the project "before one spade of earth is turned."
Cox's speech was in part:

Upon reeeipt of the Project. Analysis Form and the project mortgage amount
* * * the Sl)Onsor-I)uilder, of course, shar('ens uli) his ilteil and compares his
own estimates of costs with FiA's estimate of replacement. costs'and asks him-
self, W\hat's in it. for me? In the first. place, he mliay ownt or acquire the land and
sell it, at. a profit to thie, cooperative or, in the mlanageneien,-tylp Ilrojects, finId it,
advantageous to lease the land for 99) years ati a mlaxinlun, return of .1 Ierceent of
FIIA's estimate of fair inarket, value, lie can obtain a contract, to construct.
on-site filproveinemints to the land and make a profit. and where the land is pIur-
chased il fee sililjle by the corporation lit may also contract for oflsite inlprove-
nients. lie has no risk capital or permanelnt cal)ital investment, ini thl I)roject.
All equity capital is subscriled by the tlooperative members. Any front mioneV
advanced by hinm for organization, legal, architectural and other expemises andt
costs is returned to himt or adjusted at initial closing of the loan, if he decides to
proceed with the project, amid before one spade of earth is turned in cost rmction.
Because all oeculants of it cooleratiive project, sigii up amid make required equity
payments before construte lon begins, the builder is not olbligated to sJeilllate on
sales or occup)ancy. If the l)roject. is a lnamagemlent-type cooperative amid the
builder is qualified, hle may obtain a contract to manage the project following
comlnletion.

One apparent, result, of the overzealous FITA sales program wasundue liberality in making estimates andl ('oiit'aets with Ii uihlers. If
tie section 608 program would not have worked out satisfactorily
under the formulas and .provisions established by the Congress, it
was the responsibility of F HA to have so advised the Congress. But.
it was not the function of FIA to revise the statutory limitations
according to its own conception of what, was required to malke tthe
program work ac'orhdig to its mneasuire of success.

SiC.TION D. LEMEAsm lo MIORiTGAGES

FIA permitted builders to obtain FIIA insured mortgages on lease-
hold estates under circumstances that made doing so very p'ofitable
for builders. This practice was used extensively in New 'York and
to some extent other areas, including Washingtlon, D. C. An official
of the Chicago FIHA office, E. Herbert Bonthron, testified that the
only two leasehold mortgages on residential popl)erty iii Chicago
were oil FIHA section( 608 projects.

These ground leases were generally for 99 years ait a rental based
oil 4 percent, of FHA's valuation of h lie property. Tie building con-
structed oil the property, with an FH1A guaranteed mortgage, is
necessarily security for the ground rent. A default. in the ground rent
would require the Government either to cure the default or to pur-hase the lannd to protect its guaranty of the mortgage on the building.
Its failure to do so would permit thie owner of -the land, usually the
section 608 sponsor, to acquire the building free and clear of its
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mortgage. To thus protect itself, FIIA took an option to purcllhas
the land at, the appraised value-frequently several times the cost
of the property. These cases put1 Fl-IA in the position of having the
equity owner of the building occupy a security position in the project
that came ahead of the FIIA insured mortgage.

Because of the Government's financial interest in making certain
that there was no default in the ground rent, a mortgage on the
land was, in fact., better secured than the FHA-insured mortgage on
the building. Accordingly, insurance companies and banks were
willing to-make conventional mortgages at 80 percent, and even 90
percent, of the FlIA appraised value of land thus leased to a section
608 project.. These loans were generally made for long periods of
years without any personal reskponsibility of tihe borrower to repay
the loan. '1 hese leaseholds were so p)rofit~able because of Fl-A gen-
erosity in making those appraisals. It appraised land at as much as 5
an(I 6 times tile promoter's cost. In one case, Beach Haven, land
costing less than $200,000 was appraised at, $1,500,000. In the Glen
Oaks Village case the sponsors were able to obtain a mortgage on the
land for almost $1.5 million more than they had paid for the land.
In the Roekaway Crest project the owner obtained a mortgage on
the land for $1 million more tian he had paid for tihe land. - 'lhese
lucrative mortgages were possible only because they were secured
by leasehol( agreements wlich the Government couldl not permit to
faultult. No iFedhral income taxes were )aid on those mortgage
proceeds on the theory that they were merely Ioans aid 1 o0 income
even though there wias no personal obligation to repay the mortgage.

The Woodner project in Washington was built on a leaseh1101d.
Woodlner has claimed that his building costs were in excess of his
FHA mortgage procee(ds; but. his mortgage on the land was substan.
tially ill excess of his cost, of tIle land.

The theoretical jmstification for permitting leasehold mortgages to
be insured by FHlA was that. it, reduced tile capital requir'-ed of a section
608 corporation. in areas where building costs are high, such as
New York City, it, was urged that the $8,100 per unit mortgage ceiling
would not) permit the construction of rental housing if it. were necessary
for the sponsor-mortgagor corporation to acquire the land. But this
claimed justification for leasehold mortgages does not excuse t~he
inflated valuations that I)ermitted builders to make large profits from
mortgages on the land. This practice was particularly unfair in
cooperative housing projects, under section 21:3, in which the co-
operat-ors did not know that the property they were purchasing
included only the building and not the land on which it was built.
This is another example of the way FHA interpreted the law to give
the maximum benefit to the builders.

SECTION E. COOP.HMATIV H PROORAM

Section 213 of the Housing Act provides for FIIA insured mort-
gages on cooperative housing projects sponsored by "nonprofit" coi-
porations or trusts. The committee's investigation. of the housing
program discloses virtually no instance in which a true cooperative
utilized this section of the act. In almost every case the project-was
built by a promoter for profit utilizing this provision of the statute,
with its maximum 95 percent of estimated cost mortgages, because



42

of its more profitable prove is-ions. This is particularly true of the
single family sales houses, built. under the cooperative housing section
of the act,," under which pr'omoters not only obtained 95 percent
mortgages but also had their (onstruction advances insured by MIIA
(as dist-inguishied from the conventional stile house program under see.
203 in which FIHA did not insure construction advances.)

The greatest. number of "cooperative" multifamily projects con-
structed under this nonprofiti" se(t-iom were in the New 'York area.
The pilan generally used was for the promoter to acquire land on which
the project was to be IlnL and lease that land t-o the cooperatives
project for a long term of years. The cooperative apartment owners
were generally not aware of the fact that eden after paying oil the
mortgage they would still nnt, own the lind. They never will own the
land anl are required forever to pay the ground rent or lose their
building.

As shown in the, preceding section these leaseholds were most
profitable for the promoter.

The phln also generally called for the promoter to create and control
the nonprofit cooperative corporation. That corporat-ion was usually
organized by nominees of the [)romoter. They in turn would enter
into a contract with the promoter's construction company for the
construction of the project. rhe same persons sat on both sides of
the table in determining the terms and p)ovisions of that (.onstrlc-
tion contract, including the amount that the (cooperative corporation
lutist pay the construction company. IMore important, the contract
generally provided that the final ipayment was to l)e made to the
construction company when the project was approved by the cooper-
ative corporation. 'he pi'omnoters were (1'arefill to retlailn count rol of
the coope,'rative corporation until after they had ap)p)roved their own
work. Then they would permit the cooperators to elect their own
board of directors.

A most unusual use of the nonl)rofit cooperative section of the act
for single family sales houses was employed in the Los Angeles area
by Ben Weingart and Louis Boyer in projects involving $62 million
of FHIA-insured mortgages. Weingart and Boyer promoted Carson
Park Mutual Homes anid Lakewood Park Mlutual HIomnes as coopera-
tive housing projects. Weingart made arrangements with Investors
Diversified Services for the interim financing and thus avoided the
necessity for the individuals to advance money to start the project.
In return, Investors Diversilied Services received roughly half the
profits. Nominees of Weingart and Boyer were the incorporatoms
of the so-called nonprofit corporations. Thousands of homes were
built and the profits divided between the Weingart and Boyer group
aid Investors D)iversified Services. In the Carson Park project,
involving $32.1 million in 1IIA mortgages, the WVeingart and Boyer
group invested $65,000 and received profits of $1,417,321, including
a. profit of $118,485 on their sa•le of the land to the sponsoring cor-
poration. For arranging the financing, Investors D)iversified Services
received profits of $1,056,981 in addition to normal interest on all
of the funds it had advanced.

In the Lakewood Park project, involvinig $30.2 million of FITA
mortgages, the Weingart-Boyer group and Investors Diversified
Services conducted a similarly profitable operation.

The Weingart-Boyer group received commitments from the Long
Beach (adjacent to Los Angeles) FIHA office for 6,663 units to be
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constructed mider section 213. The only other section 213 commit-
ment ever issued by that, office was a project of 50 units.

The committee heard testimony that the section 213 program was
used in Arizona to sell houses without any downpayment on a "for
profit" sales program. Hymnan Rubenstein testified that a construc-
tion company lhe owned built single family houses which it sohl to a
nonprofit, corporation he controlled for the amount of the FHA
mortgnae. That mortgage was 95 percent of FHA's estimate of the
cost. The nonprofit (,orporation then sold the houses without any
downpayment. Rubenstein testified that, these houses were thus sold
for apl)pro.\imately $8,000 with a profit to him of $1,000 on each house.
If FIiA's estimates were in line with Ilubenstein's actual costs, FIIA
was allowing him a 17-percent profit in a program in which FITA
insured construction advances andl virtually insured the builder
against loss.

SECTION F. Tim, $5 MILLION CEILING

In passing the National Housing Act the Congress included in sec-
tion 608 ai number of limitations on the mortgage insuring authority
of FIIA. One of these limitations, prior to 1948, was that mortgages
could not exceed $1,800 per room. In 1948 this limitation was
(:hanged to $8,100 a rental unit. The Congress did not intend to
raise the ceiling from $1,800 per roonX to $8,100 per room; it. had in
mind continued construction on something neamr the average number
of rooms per rental unit that had previously prevailed.

FllA and the builders, however, seem to have continuously searched
for means to stretch, evade, and get around the congressional restric-
tions imposed upon them. TheV did so with respect to this ceiling
limitation by projects in which 80 percent, and even 90 percent, of
the rental inits were one-room efhcie(ncies. In these projects the
mortgage averaged (close to $8,000 per room.

Another congressional limitation was that a mortgage could not
exceed $5 million. One of the purposes for this limitation was to
spread the benefits of the act among the greatest number of people.
To the extent that FHA-insured mortgages aggregated as much as
$25 million, and even more, on one project this was accomplished by
separate mortgages of separate mortgagor corporations on different
buildings in the project. But having separate mortgages on separate
buildings in the same project was wholly in technical compliance with
the statute. However, in the cases in which FlHA insured more than
one mortgage, in amounts aggregating more than $5 million, on what
was basically one building, it was deviating from the statutory pur-
pose expressed by the Congress.

The nlaiborne'Towers project on Claiborne Avenue in New Orleans,
and the Woodner project on 16th Street in Washington, D. C. in-
volved mortgages of more than $5 million. Most of the units in
these 2 projects were 1-room efficiencies which may be classified as
luxury apartments and not the middle income type of rental housing
the act sought to encourage.

The Claiborne pm'oject in New Orleans was built by Shelby Con-
struction Co., whose activities are frequently (discusse(l in other
sections of this report. The FtIA New Orleans office refuted to
approve the project. Approval came from Washington in a memo-
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random from Powell to Curt C. Mack, Chief Underwriter, advising
that Powell's office had approved revised phlns. Eighty-six percent, of
the units in this project are 1 -room effiiencis. 'Phie project is on the
north side of Claiborne Avenue anl extends for a ful1 block from
Canal Street to the west,. A mortgage of $4.6 million is on the east.
half of the bulin • and a mortgage of $4.6 million is on lie west half
of the building. *he lobby ent'ranice is ill the cetter of the building.
There are 6 elevators of whiich 3 are on either side of thie centerline of
the building. here are 2 heating units in the building which could
be so utilized that each would heat half of tile building. rhie pllans
were drawn so that a wall could be built through the center of tim
building to separate thie east. half from the west half and leave each as a
complete building. However, the outer brick wall is only 1 building
enClosing what the mortgagors pretend is 2 buildings. The bricks
are laid overlapping each other and in order to separate the theoreti-
cally two buildings by so much as one-sixteenth of an inch it would be
necessary to cutt every other brick in half. TIhe main entrance, it lar ge
modernistic entrance, straddles the theoretical dividing line for th e

two projects.
The Woodner project in Washington, D. C. is covered by a mortgage

of $5 million on one-half of the l)roject, anid a mortgage of $4.9 millionon the other half of lie project. In this case the buih iigs are actually
separated by a distance of 1 inch with a caulking comlpnod packe(1
into the separaltion. As in thi; case of the Claiborne Towners project,
the interior halls in thle Woodner project, extend from building to
building wholly as though it were one property. Common switch-
boards serve both sections. There are separate elevators and separate
boilers which could be used to operate separately each of the sections
if it was desired to (10 so. Buti, Wood(ler testified that it, would not be
economical for diflferett owners to operate each section. -

It, would never occur, to evenl a trained inspector that either of these
projects was composed of two separate buildinlgs unless he were ad-
vised of that fact anld examined the plans for the theoretical dividing
line.

SECTION G. I1loTEI,s UNDER SECTION (108

The rental hoousing program. to provide living units for returning
veterans, was recognized l)y FhiA as not. including financial assistance
in the construction of hotelis. Yet. in many instances it was not .diffi-
cult to induce FIIA to) permit all or a stibstantial part of a project
to be turned into a hotel. The Warner-Kanter Co. built Essex House
in Birmingham, which after completion was converted into what
amounts to a hotel, Later Warner-Kanter obtained FIJA approval to
construct an Essex Hlouse in Indianapolis; 93 perteent of the 390 units
in that project consist of I room. Shortly after completion of the build-
ing Ihesponsors told FHA that their inability to rent that. project made it
necessary that they furnish sonie of the apartments and later to provide
maid service. FIIA approve([ furnishing 150 of these units and pro-
viding maid service. There are many similar projects throughout the
United States.

The Woodner project in Washington is perhaps the most glaring
example of the use of section 608 fori a hotel property. The record
supports the conclusion that its sponsors intended to operate the
property as a hotel from the inception of the project.
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Tire plans called for stores, shops, and restaurants on the ground
floor although the, District of Columbia zoning ordinances prohibit
suchl commercial use of property in that area except in hotels. Tihe
Irecord contains a letter alted Decemlber 20, 1949, fromn A. A. Bliss
of the legal division of Irving Trust Co., New York, the mnortga gee,
to the oodner Co., written les than 2 months after the FHIA
commitment was issued and prior to the construction of the project,
that is il part:

As I unhdrstand it, you will apply for a hotel permit when the project is ready
for oceul)ney, ati( thlt commercial space will imt hx utilized miless the hotel
permit is isstied.

Wlien the project was completed the District of Columbia refused
to grant an occupancy pernuit unless 40 percent of the rooms were
converted to a hotel. Woodner asked the local Fl-IA ofice in Wash-
ington for permission to do so, pointing out that he had invested
$700 000 in the construction and furnishing of commercial facilities
which could only be utilized, under tho local zoning ordinance, in
a hotel. The District FHlA director for Washingtoll refused to
gr~mnt'this permission and in June 1952 the matter was taken for
review before the national FIIA office. Franklin I). Riehards was
then FIIA Commissioner and the matter was brought to his attention
in June, although no decision was then reached. Riehards resigned
as FHA Commissioner effective June 30. On July 22, he was ret ailnel
by Woodner ill connction with this request to operate the project
as a hotel. Richards was to he' paid a retainer of $5,000 and afi
additional $5,000 if they were sulcevssful ill obtaining hotel approval.
Pow(ll reversed the lo(tal office and granted Woodn(r permission to
convert, 238 units into a hotel.

The incidents of using section 608 properties for hotel purposes
exceeding the statutory $5 mdhion ,ceiling, and permitting a sublstantial
majority of tho units ill it I)rj . t to Ie -rooim eflicienei('s are not, ill
themselves of any great importance except that they further illustrate
the extent, to whlch FIHA sought, to extend(, circumvent, and eva•le the
congressional purposes of the National Housing Act. On the con-
trary, it should have been FiHA's purpose to use every effort. to carry
out, the intended will of the Congress.

SECTION 1-. D1s)itoAnIn o0v WAoE-RATE R EQUItEM EN'rs

In 1939 Congress adopttf(l an amendment to the National Housing
Act to insure that builders who obtained the benefits of that program
would pay the prevailing local minimum wages, as certified by the
Secretary of Labor. Section 212 of the ant expressly provides that
the FIlA Commissioner shall not. approve any application for mort-
gage insurance under that act unless the contractor files a certificate
that the laborers employed in the construction have been paicd not less
than the prevailing local wage rates, as determined by the Scretary
of Labor prior to the beginning of construction. The act also au-
thorized the Commissioner to make such rules as may be necessary to
carry out the provisions of this section.

EllA construed the act as requiring merely that the contractor fur-
nish it with a certificate of the payment of 'prevailing wvage rates. It
considered the filing of such a certificate conclusive, refused to be con-
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corned with charges of substandard wage laynients, and would not
look beyond an appropriately executed certificate. Tile Department
of Labor investigated thousands of cases of alleged violations of this
provision of the Housing Act. It referred many such cases to FIIA.
Prior to 1950 F[IA refused to take any action in these matters. Be-
ginning in 1950 it did carry on some investigative work on projects
referred to it, by the Department of Labor. In the period 1939
through 1952 only two such cases were referred by FIIA to the D)e-
partment of Justice. rhe testimony of 1)eputv 1Housing and Home
Finance Agency Administrator McKenna, is that a spot check of
FITA files disclosed 95 projects in which construction workers were
underpaid $1,023,000. A common practice of contractors was said
by hinm to be to classify skilled workmen as apprentices and to pay
thiem at the lower wage rates.

One project, McKenna testified, 80 carpenters, wlose experience
averaged 8 to 10 years were classified on the payroll as apprentices
and paid from $0.75 to $1.37 an hour while the wage rate for car-
penters, was $1.65 an hour. On another project of the same con-
tractor 83 experienced carpenters were found onl the payroll as ap-
prentices. The divergence in wage payments was similar to those in
the first project. On a third project of that contractor 152 experi-
enced carpenters were designated as laborers aind paid $0.75 to $1.25
an hour while the prevailing carpenter's rate in that area was $1.37Y
an hour.

'TIhe testimony shows that in 1 case in which there were wage
violations amounting to $25,947 the FHA mortgage conmmitment was
increased $29,100. In another case in which there were wage viola-
tions of $8,267 the commitment was increased $8,200. 'T'his pater-
nalism toward builders subjected the workers on the projects to severe
monetary penalties.

FHA had no procedure for barring contractors found guilty of wage
violations in one project from participating in other projects, or even
for subjecting their subsequent projects to special scrutiny.

46



PART V. ECONOMIC IMPACT ON TENANTS

The excessive and unreasonable "windfall profits" achieved by
)uihlders under the section 608 program is necessarily either at tile ex-

pense of the tenants renting apartincts inl such projects or at the ex-
penise of FITA (and tile Covernuinent as guarantor of tile obligations of
FHA). To date the Governiiiient hias sustained no actual loss on
these properties. The losses accrued on pro erties that have de-
faulted and have been acquired by the FHA have been, or will be,
met by reserves of $105.2 mnillioii which FHA has set aside from
insurance premium receipts. Tenants, however, have beeii required
to pay large sunis inl extra rent to "bail out" properties encumbered
by mortgages substantially in) excess of actual costs.

For every hundred million dollars that FHA-insured mortgages ex-
ceed 90 percent of what would have been the estimated costs had
FlEA estimates been based on "the actual costs of efficient building
operations," tenants may be required to pay $6.5 million ill excessive
rents each vealr dining the 30 years of the mnortgage. Only conipeti-
tive c(ondlitions in the rental housing field making available'ý alternate
accolmlodations at lower rents will relieve those tenants of this
obligation.

The charter of each section 608 corporation lpeinits FltA to
approve mimaximum rentals. FHA rentals were (leternined, in advance
of construction, by the FHA "project analysis" which was the basis
of the FlIA commitment to insume the mortgage. These rentals were
based upon the lower of: (a) What was then the, market rental being
paid for comparable accommodations; or (b) rentals which would
provide a return of all operating expenses (including interest and
anuortiza lion) and a (6% pereln t net return on the estimated cost of constric-
tion, after an allowance of 7 percent for vacancies and for other loss
of rental income. In actual practice the yardstick fori measuring such
rents was the 62 percent net return oin the estimnated cost, of the
property. It was actually in excess of 6% percent of tie estimated
cost due to the 7 percent vacancy allowance and the fact that most
section 608 projects had almost no actual vacancies.

When the actual costs were substantially less than FRA's estimate
of costs, the rents were nevertheless based on a 6%ý percent net return
on the original FlEA estimate. And the rents were not based on the
amount of the mortgage (90 percellt of the estimated costs), but on
the full amount of the FlEA estimate of costs. Furthermore, if operat-
ing expenses, taxes, or' other recurring items of expense were increased
to a level beyond those used in the original FHA estimate, the sponsor
could file all al)l)hication for all increase in rents, which was generally
allowed and the rents charged to tenants were further inflated, even
though there had already been all excessive rent initially established.

The Shirley-Duke project was estimated to cost, $15.3 inillion. The
actual cost of the project was $10.8 million, excluding the $900,000
pronmoters' fee paid Investors Diversified Services, or $11.7 million if
that fee is included as item of cost. The rental schedule, approved

47



48 FHA INVESTIGATION

prior to the construction of the project, permitted the sponsors to
charge tenants $250,000 to $325,000 a year in excess of what would
have been the rents had the actual, instead of estimated, costs been,
used. This is in excess of $115 per apartment per year in additional
rent. Nevertheless, not long after completion of the project, FHA
approved a rent increase, based on increased operating costs, of
$89,994 a year.

In the Glen Oaks case, in which there was a $4.6 million "windfall"
on the FHA-insured mortgage on the building and a $1.4 million
"windfall" on the mortgage on the land, FHA subsequently granted
increased rentals, based on increased operating costs, of $231,681
annually.

The table following shows section 608 projects on which "wind-
falls" were shown at the public hearings of this committee and in
which FHA has permitted tenants to be charged increased rentals
based on higher operating costs. I

Rental increases on windfall projects (public hearings only)

Sponsor and projects Project location Windfall Number oo Amnnal rentalIom IIncras

Joseph .. Brunetti:
Richfield Village (8 sections) .........
Brookchester (10 sections) ............
Wright Village .......................
Maybrook Gardens (6 sections) ......
Rutherford Park Apartments ........

Total ..............................

Alfred Gross, Lawrence Morton, George
M. Gross: Glen Oaks (11 sections).

B. Gordon, Jr., E. J. Preston, H. W.
Hutman: Shirley-Duke (6 sections).

Ian Woodner, Max Woodner, Beverly
Woodner:

Crestwood Lake Apartments, No. 1..
Manor Park Apartments (2 sections).
Columbia Heights, No. 4 .............

Total ..............................

Davis A. Finkelstein, Herman D. Paul,
Harry A. Rosenfeld: University Hills.

Ben Cohen: Penn Manor (4 sections)-- .-
Morty Wolosoff: Alley Pond Park (2

sections).
James J. Keelty: Rogers-Forte Apirt.

ments (2 sections).
Thomas J. O'Brien: Meidowbrook Corp.
Herbert Du Bois:

Clover Hills Gardens ...............

Parkway Apartments ................

Total ..............................

Saul Silberman: Uplands Apirtments....
Samuel 1. Rodman: Atlantic Gordens,

No. 1.
Dewer Oottlieb: District Heights (4Sections).

Bernqrd Weinberg:
Ple3santville Manor .................
Barrington Manor ...................

Clifton, N. ------
New Milford, N. J.
Lodi, N. J ........
Maywood, N. J--
Rutherford, N. J..

I............ .......
Bellerose, Long

Island, N. Y.
Alexandria, Va ....

Yonkers, N. Y__
Wilmington, DVa.-Arlington, Va-..-..

Prince Georges
County, Md.

Penns iuken, N. J.
Bayside, N. Y....

Baltimore, Md.....

Indianapolis, Ind.

Mount Holly,
N.J.

Hiddonfield, N. J.

Baltimore, Md....
southeast Wash-

ington, D. C.
District Heights,

Md.

Plessintville, N.J.
Barrington, N. J..

$135,718
1,071,175

144,458
9,095

43,129

1,404,175

4,064
5,506
2,056
1,343

516

12,485

$52,153
233,664
34, 541
29,704
4,768

354,830

3,600,000 12,346 231,681

2,119,353 7,928 89,994

79,392 1,064 9,321
10,283 1,534 38,712
77,294 1,314 6Z 136

10,9096 3,912 110,169

478,861 1,314 62,136

135,000 1,326 44,514
475,577 928 58,S00

834,596 2, 082 40,9713

36,604 2,675 46A 129

280,000 704 17,152

250,000 1,591 43,339

530,000 2%385 60,491

552,000 2,007 14,450
95,000 163 1,643

1,290,900 2,280 53,085

228,000 908 19,515
482,967 1,350 34,992

Total ..............................

I........a............°

....................

710, o67 Z,318 4, 507



FHA INVESTIGATION 49

Rental increases on windfall projects (public hearings only)-Continued

Sponsor and proJeetq Project location Windfall Number of Annual rental
rooms Increase

Fred Schneider:
Parkchester Court (4 sections)-._... Southeast Wash- 120,000 1,100 16,719

ington, D. C.
Rhode Island, Inc -------------------- Northeast Wash- 270,000 1,284 25,423

ington, D. C.

Total ------------------------------.-------------------- 390,000 2,384 42,142

Charles Rose: Jefferson Village (10 Falls Church, Va 281,435 2,794 37,240
sections). -

Herbert Glassman: Olassmanor (3 see- Prince Georges 251,102 3,485 15,308
tions). County, Md.

William S. Banks: University City ........... do ............. 195,574 1,616 22,677

Albert Stark:
Drum Castle Apartments ............ Baltimore Coun- 202,189 1,202 15,434

ty, Md.
Seton Heights ........................ Baltimore, Md .... 2,716 900 11,988

Total ................................................... 204,805 2,102 27,422

Alexander Muss:
Sunset Gardens ...................... Nutley, N. L .................... 323 4, 380
Boulevard Gardens ------------------ Bayonne, N. J ... 138,4142 854 43,544

Total ................................................... 138,142 1,177 1 47,934

Israel Orlian: Floral Park, Inc ----------- North Bergen, 148,089 1,092 20,049
N.J.

Benjamin Ncisloss: Brookside Gardens.. Somerville, N. J.. 25, 616 1,663 62,462

Prior to December 17, 1947, rental housing projects having insured
mortgages of $200,000 or less were not subject to rent controls by
FHA. Projects in excess of $200,000 prior to that date, and all
projects since that date, have been subject to this control over rents.
This authority to control rents remains effective so long as the FHA-
insured mortgage is in effect.

As long as a shortage of rental housing exists, tenants will have
little choice but to pay these higher rents that are due to excessive
cost estimates. It is difficult to estimate the amount of such excessive
rents that are now being paid by tenants except that it is a very sub-
stantial sum annually. It is not feasible for the FHA Commissioner
to reduce those rents (assuming he has the authority so to do) as long
as the inflated mortgages remain unpaid. For the Commissioner to
reduce rents below the levels required for interest and amortization
on the inflated mortgages Would only precipitate a default in the
mortgage and require the Government to issue its bonds for the
mortgage indebtedness, and to take over the property. If FHA is
successful in its current action to recover windfall profits, we assume
that such recovery will be applied to reduce the mortgage indebted-
ness and thereby reduce the necessary rents required from tenants to
carry the property.

Unless the carrying charges of such mortgages can be reduced,
tenants would appear to have no relief from these excessive rentals
until comparable housing becomes available in projects which do not
require excessive income to cover carrying charges on excessive
mortgages. If and when that day comes, -the owners of projects on
which there are excessive mortgages will either be required to reduce
their rents or will find their apartments vacant. In either event, it
is not unlikely that projects with excessive mortgages will then default
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and that the FIIA will be required to take over the properties. Un-
fortunately it seems that in every case either the tenants or the Gov-
ernment will sustain a loss resulting from these excessive mortgages.

The chart on the opposite page reflects the rentals authorized to be
charged, by States, in section 608 projects. Tile lowest rentals were in
Mississippi and the highest in Illinois. Only 10 percent of the project
rentals were below $60 a month and more than 60 percent were above
$80. More than 20 percent of those projects rented for more than
$100 per month per apartment and in Arizona, Nevada, and Illinois
the median rental of all section 608 projects in those States exceeded
$100 per month per apartment. The median monthly rent for the
country is $86.41.

COMMENT BY SENATORS FULBRIGHT, ROBERTSON, SPARKMAN, FR'AR,
DOUGLAS, AND LEHMAN

It, is obvious that "mortgaging out" plus the fact, that rent schedules
generally were based on the FHA estimate of cost rather than on
actual cost have resulted in higher rentals in sonie projects than might
otherwise be the case.

To complete this picture of the 608 program we should point out
its merits. It has provided for construction of 465,683 housing units
in 7,045 projects to meet the housing needs of war workers and
returning veterans. The number of these projects found by the
commllittee to have mortgages in excess of costs is about 6.7 percent.
Out of about half ait million units in the 608 program , there is no
evidence to show that the great proportion carried iiigher than neces-
sary rentals because of mortgaging out.

The impact of the approximate half million units built under the
608 program must have had considerable competitive effect upon
rent levels generally-. In all likelihood the mass effect of the units
developed under the 608 program reduced rents far more than rents
were increased as a result of mortgaging out.

STATEMENT BY SENATOR CAPEHART

It is inaccurate to 9tate that the projects found by the committee
to have mortgages in excess of cost is 6.7 percent. The public hearings
inquired into 543 projects of which 80.5 percent were shown to have
mortgages in excess of costs. Not more than an additional 200 proj-
ects were investigated. Of projects called to the committee's atten-
tion, inquiry was made only in those cases where a sponsor's total
mortgage exceeded his total cost. No inquiry at all was made by the
committee into the remaining 6,300 projects because we had neither
the time nor the staff. We just (1o not know how many of these 6,300
projects had mortgages in excess of costs.
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PROJECT MORTGAGES WITH INSURANCE IN FORCE UNDER SECTION 608
PERCENTAGE DISTRIBUTION OF MONTHLY RENTAL AS REPORTED FOR OCCUPANCY SURVEY OF MARCH 31, 1954
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PART VI. THE HOME REPAIR IMPROVEMENT PROGRAM

Title I of the National Housing Act, as adopted in 1934, authorized
FHA to insure obligations of homeowners for repairs to, or moderniza-
tion of, their homes. The program was designed to stimulate business
in the home repair and modernization field and to permit needed re-
pairs of homes whose owners might otherwise be unable to finance the
work.

The program was one of guaranteeing the financing of these repairs.
It was unrelated to protecting homeowners against the fraudulent
schemes and practices subsequently worked upon them. Similarly
the program was not intended to include any safeguards to insure
adequate work or fair prices.

FHA was authorizedto approve lending institutions as "approved"
mortgagees. The only direct contract by FHA was with these ap-
proved lending institutions. The approvedmortgagees were permitted
to approve "dealers" whose notes they might discount under the FHA
program. The lending institutions were required to use sound banking
judgment and practices in selecting these dealers. Unfortunately the
record shows that many lending institutions were extremely careless
and negligent in the selection ol dealers. This resulted in a number
of dealers operating under the program whose practices were fraudulent
and who, with their disreputable salesmen, "fleeced" thousands of
homeowners out of hundreds of millions of dollars.

FHA did not approve the dealers, but it adopted the practice of
putting( dealers on a "precautionary!' list whenever it found their
practices improper. Placing a dealer on the precautionary list had the
effect of cutting off his credit. But FHA was extremely reluctant to
take such action and it did so in only the-most flagrant cases and after
countless homeowners had been defrauded.

The frauds and rackets worked under this program reached large-
scale proportions shortly after World War II. They continued un-
abated until the last year, during which the extent of these frauds and
rackets has been materially reduced. The decrease in the volume
of these frauds results largely from the publicity given to the pro-
gram which has made homeowners more aware of the practices of
these fraudulent salesmen and also from a tightening of the regula-
tions by FHA following the disclosures by the President last April
of these frauds.

Many home-repair dealers used "FHA" and "Federal Housing
Administration" in their advertising and sales promotion work to

ive the impression to inarticulate people that somehow the Federal
Government was back of the work. Many, homeowners purchased
such work in the belief that the Federal Government, through the
instrumentality of FHA, would somehow see to it that the work was
properly performed and that the charge-was fair and reasonable. It
is unfortunate that a program, designed merely to finance paper
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taken by dealers for such work, should be sold to the homeowners as
protecting them in the character of the work they received.

Under this program any dealer, able to make arrangements with a
lending institution to discount his paper, could contract with home-
owners for such repairs. On completion of the. work the homeowners.
sign a "completion certificate." Niany disreputable dealers obtained
this certificate, signed in blank, at the time the initial contract was
signed. In other cases signing of the certificates was induced by
false and even fraudulent misrepresentations-as to its character.
Upon presenting that certificate to the bank the dealer obtained 100
percent of the obligation provided for by the contract. The bank
became the owner of the paper and there was no recourse against the
dealer.

These obligations were negotiable instruments as to which the bank
became a holder in due course. Under the law of negotiable instru-
ments the homeowner was required to pay the bank the amount of
this obligation in spite of any fraud practiced upon him (except when
his signature was forged to the note). The obligation of the bank was
insured by FHA against losses up to 10 percent of the aggregate
amount of the loans, which in effect permitted almost every bank
to enjoy a 100-percent Government guaranty.'

Whenever a homeowner defaulted in the payment of his obligation,
and the bank was unable to collect the note, the obligation was as-
signed by the bank to the Government. FHA was required to pay
the bank the amount of the debt which it then referred to the United
States attorney for collection. In countless cases the United States
attorney has, in the name of the United States of America, either filed
suit, or threatened to file suit, against. homeowners for obligations they
incurred as a result of fraudulent practices by which they were victim-
ized. In thousands of cases the work represented by these obligations
was virtually worthless.

A principal cause of the home-repair frauds was: first, laxity by
lending institutions in approving dealers of questionable character;
secondly, their continuing to do business with dealers after notice of
their fraudulent practices; and, third, their accepting the paper of
homeowners whose credit would never have sustained a normal
bankiiig transaction. Testimony heard by the committee included
cases in which the same person had received 4 and 5 home-repair
loans. Frequently the later loans were made after the borrower had
defaulted on the first loan. Lending institutions should justly be
criticized for their laxity and negligence. FHA is also subject to
criticism for permitting these lending institutions to be so lax andnegligent.Tile Government has sustained no monetary loss in the title I

program and it, appears that existing FHA reserves are adequate to
cover such contingent losses as may ultimately accrue against FHA
under this program. Substantial losses in the home-repair program
have been sustained by homeowners who were victimized by un-
scrupulous salesmen and dealers. By handling FHA papers, and
because of misrepresentation by salesman and dealers, many of these
victims thought that they would receive Government protection
through FHA supervision.

I In 1954 the Congress amended the statute to require the lending Institutions to assume 10 percent of the
loss on each Individual loan.
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Ili the 2() years the proigralu has hIei detective, FIIIA lhs insured
17 million oIl;me-rel)air or iuprowelleflt. lois ill tlih' tot1l 11l11olllilt of
$8 billion.

Tihe frailds ill this program Were not. vontifiltd to an): geographlie,
area. ll every vit y ill whichdli te oflUllit.ttv held hItlillr-igs we dis-
Covtret'd it large nlimlber of titih I friluds. erhials the geat lest,
IUIIlIthIIN oeeurlred in Califorial where dijinatir antI livi'hg eoitditioliti
w0'10 peilitairly adapted to the fraulduhlent. ptriltives iul the sahe of
E lios, barthveltto pit., atil .itnilitiilj improvv) eit'i . lRepresetilftives of

'h~lr business hbuir'as were called to testifv ill several eitfes. fil
eacih insial nlt they testithd tliat. Iluir offices haid tI'eiv'd iiuy
eophtlaiutl re1',gllr-iing It'h I fraud. The evidetlnel also showed that,
thmy lhad dollit a good job il a1t.4teiptilug to eorreet. these abilsts.

'T'lhe commulittIee liteurld I1 w itnitsses testify oil ut(h tIt' I Itograltl •
approxillatelN -oel-third the total atunlti',r of witiesses lheard. Sixty-
Ihlre, of thost Witnesses we'rel' houiieowliers who had 1)(1vi \'icti111) of
these frauiuh, nilt. practices. Others were Fl"IA re1re'eliit iativs,

etAt bler luisitless bureau oflivials, at representative gro1u1p of tlie dtealers
alld sahtsiut'ti reSollsiblth for t Iltese frauds., alnd olivials of l'ndii•g
instit tions aw'eept itlgt It' no t's of tlost. dealers.

ll each elit" where luearings were, held there waIs virltially till ull-
limited iei of honi'owivners aItixits to testifY to tlit, f'ralds hv
which thetw had lbeen viefilized. 'Tweit .-two dahilrs 'or their salcs-
i11ewh WPT re heart whOSM testli]u11uv1, rt'togtizinlug the unwillingness of
thiW uuisrptuhis to adn it thei iitlisdeedls, gives a Ir'pelt'nVnl.Stiv
iiicatiot of the Jiiaituit'r ill whidl tI Ise fratl.is wirt' jracltit'ed . ThreTO
of those witnesses avaied tlltelvst, lvs of tlhe collst1i.iuiollal privilege
ilgaillst self-ineriminatio11.

'l'The heatlligs l'ev,'ethled that. ny of tltw thlel'rs 1111d sahesnitelt w ho
Vi•t.imized thOl 1Iblie were mlell ;it h knowu crimi ail reeor'ds u111d
other kitui sitisfactory IaekrOllulds. ThO taMetiCs e1Ithla•VOd h( ' tihoso
1len emlholiedi t0he elleitets generally eiln loyed by prof•essional
crimititad vonlid•ene Inl.u.

NIa1n\" of Olwh lpitelv's, aplplrolaelli It gi,"itiiiks evilplho.d to induce
the It•oueowlier to uIrchase from such dea lers andl sahles.Iltti wernt Ito

tillore tianl the areieS' e t) huntot11 lalt.11 t11g-1r et sOnilt'tlli11g for
10oth1iu1g. The, s,'s tfd eli(hUVe ustd I)% slIth itliN'idu1ads were as man\
mndi varie,. 4d 1 th-ir i.a.imatraltjio l and knowledge of huia1 nllature- eoild
dev'ist'.

Tl,' "lodll hiote"' 01'''boMl i' it 10, as it. was referrlel to ill tht' taCtit,
was INse most, frqUelluntVly. The homeownelr was told tha tuit, sahOswtan
had nllaide a suln''e" of th010eighlorllhootI a1d hind ellohhsetn hi lhom, Its a

oul'dl ho111'. '1'ht' st atetl reason for sveleti ltg thiS I)Jl1't Ia, t110on1e \\ as
gtelerallY levt'litse the lt eoivnir hadl st h ill li1t tt'aet iv', Yard, o)r thtil
shlalp or size, of tile t rpalricular hIo11t, or anI' other fea, lu1es which the
sahlt at hotels, to i-st. to justifv the select ioi. This was nelyOrd the
en~rte. 1,,vertV l1un0 , in tl, neighborhood l that. Iliglht. tierd repatri wal
a so-vallet11i) ode hoatte. To'lt coilt-ilitI, the j)itelh, t1l4' sah1esii"e10 would
plromlise l1hoin h tlowilt'r to setnt wospetetive elustonie'rs to see tfli jolu

ilinr t1std ly 1 h lhe hoeluowiler, whether it. be, siding, roolfilng, patio or
aM, 011.0 of tOlit, otlheir lumelrous tin ltrovytllltlts. IF'or etch sich ltrospe•tt
who Ipreltased a simliha job this hoItoiown'or would reveivo i conlmis-
5,1ion or honu,,s of $25 or $50 or $t00. 'lwt ainoult. act atlnly lupromised
was iminatorial sinive the writ.tenll toitrailt, signed bly t.t hoiiimeowner
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made Ito illnt-ion of sue•ll or-1i pr-oilies. The silhesnlel Wouhld co.Iitill
1teh lI)il( V fl (lit' h t le II'loleowtr tdimt ill reality hisi In pi'ovenit'

wolh e(os'0, himi IloIitlg. Thel hottteowtitr wi•s told 011t., hIe' would
IN1.iit'tdl\y i)ti' for his ovil job ilidI I)'ol)ba)l%• ilti'l Some exttl onilly on0101o llilli1ss'lolls orl. bonuses•. Whleln these., lPitVlvWer,. le used Ohw coin-

tf)et, p')iel W tW5 ti lifol'iiV .exetssiv'e although th, lioviheowntr was
9ý Itl tv told IIt priwe aN M ,ls th'e coinmplay"s ost. beaullse Othis wi•s it
Iliodel l•itvt,. Sometiimes wt, plliet' paid woutl neat-tily run 2 or 2%
lilies whil, O hi' Itoiiteowt'ir wolh lhave' lpaid for (IIt' joh if dotl, yw Itr10platbivt local deltder or- voltlhrlitol'.

lharelY wa~s allv illioley pvetr lpidtl bhonli'owner as i result, of thle
l)01il ii'omise tl, 111 e1,1jttnet ,io1• with the ( Iiodel-Iio1ie pitch. Etl v ell

whIlti honliiowiter. attullh.y sohld jobs to their own friends or- rellifves
lheiv 1usually did not rllvciý.v (le 'lh tulissiofl.TheIel il, an~dbt. sit~l.h,,stnte who inatl, it rei, AM of die Il, ottl-ilillp'ove-

nitil, l'igllraii w%,rI, for (he' most, Iltrt ll'-l•y--light, or "'Johtln\I-tOInt'-lII-Ily" olm-'llot.s. "'l'hvir. mtnhods of oplIm'.IOtl Ir, nlol to be, ltirliblited

W .h (lil' iiultit' of sma11ll loa'l conlt'itelons, rt'sidlnlts of their evmu-
ililtlinii•s, whot stl lidtit, li0o1 n p ioventells of quality Iliniiht'iit tittisn work-
itnitishilj at. fair l'iw''s tndehr FIlIA loans. TI'lnustrplous dealhrs
Mi, dist.inuigihlilsti ehit, fly It\b theitri lisin'ess pli-aet nes.

'I'lo test inony of ia ,1roti, of delhrs d uil lul hsiisi 'ea1 f .t the
C'hiclago, Indiana'polis, ftil I)eroit litti'iti.gs pltlrt ila ,' thlrl"liasizes
th e s e fi' t. u tlu lt'l h pnt r u'l lik 'i 's. .

IllIJ'! a '(11W, brother of Mli'lkvt, ('ohen, nolotrios.; Wtest colt.l figuilre,
1111d liiins'lf a m111 of t'of ntlht'illbhl aiceouplishnletllt ill uh,.eil-irutblo
actliv'itieis, etitertd lhe IIA holite-inil)rovel'eiilt field as at slesha•ul
about, 19.11. l 9i 8 I he4S li-t'gatll.ied a1 group of hliglhl-)I'ss-Itre-ltypo
saillestll'l litllhdr flit',tniill 1t1ilt' of ('aoll, l'nl(l'rplrises & Assotilites.
,I i of ill t o I these so-ealled 'Siihsilinil" hlit kilowt t'i'illnilal I'e'olrd(1.
'lhis* group, ntl olhit ters like, lihiti, wrtV tllitie aptly t'ltt'tl'd "d(lyll-
ii•trs." 't'Foillt 11.1I until h (lit' arrest of about I0 of lhe itgroup in

lIlollson, 'rex., ti uring 1,•5I(, alil' ifihizd thalt. selling orglinizaltiot in
1l1v hloilte-imlnprovetll fiel ill in l \,iout) set'tions of the 'o' t'tilty.

('inle opt'raentl'd oil t(lit' "pr System'" for von ll)tpisilt nug sillh;-sulll.
I is Illulil' tlehnlique tof operation was to move' into fllt art'l wher' ia
lotlhl ale t'r hiad a1i.angt'tl to disiribute t' product' hnildiig itself to this
tyivp of opeerltlioll, most, friloquelitiv sidintg. fint to aratl'lite willi tlhat.
tlltl'i to sell (lie enilil' lo t even before lhe wiholh'silhr's invoi'e for
the prodlutt. beainlte due. 'l'Theyv 'ould'and dlti 1'dytnatnilt"a part itp ticlar
area ini shotl' (line.

'T'hIt "pl." stll eni WAS partlit'uhlarly adtmpled to 1t'eourllage lheso
f'rttlds. The tlh'Idlh' wouhl lfix al)ri(o its 'pli.r'' (o tlh( salvShiaii. Tho
sl.ltsil it was flret' ( o Sell Ilit'job fall any plna'' ai boye, "1) r.'' lie choso.
Th'e tIill let'mit' t ' weIt i"pt Pill' a 11n file l itles prieve was ithe slll•th,1ila1'8
('Olllt."llssltli. Mlost of tIhl disreplutlll thfide I thflelers Subionltietlmel
tho 1I('1ttill \ tor ) to 'oit-lrlicto)ts anti were t.hit'tsel'tes 1i1petly brokers.
1i. was not 1um1isuall to ht'irll lestilnlliv of a1 job costing $300 from t bh
contralll(or tloing (I114 work Iniig listed aIt I. ''lpr"' of $500 by th1o
dle~llqr liitl ht'iiig| ,•hl by (Ite salltsiiall to it. hIonlttlWliitlr aIt $90(0) hodelii flil bengSld

$1,000. 11 many iastes ihe sahltsnlilat 'l),th ed"(li hiolueowniiet by
giving himit uts tu01h is $20)0 in) cuu'Itney to sig0 (ihe colitrIlet ailtittheli
adding th lli, inttniit Itt (lIt st-So-calletd slths prive.
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Harry Nassan was another Chicago dealer operating on a grand
scale, with a prior criminal record involving use of the mails to defraud.
He entered the business in 1946 as the owner of Atlas Construction Co.
Better business bureau and FHA files indicate a number of complaints
against his operations. One of his salesmen, or "brokers" as he liked
to call them, was Richard Vidaver who twice before this committee
availed himself of the constitutional privilege against self-incrimina-
tion when questioned about his title I home-repair activities.

Jerome Brett was still another dealer witness, the subject of a long
history of complaints to FHA, who from 1941 through 1952 was
p resident of the Pioneer Home Improvement Co. in New Jersey.
Homeowners testified before this committee as to the various abuses
practiced upon them in connection with contracts of this company.
Brett's Pioneer Home Improvement Co. went bankrupt in 1952 and
Brett himself testified that the cause of this bankruptcy-was the large
number of complaints against his company in connection with his
company's sale of a defective paint product under FHA loans.

Jack Wolfe, another possessor of a criminal record, during 1951 and
1952 organized or held an interest in no less than five different home-
improvement concerns in the Des Moines, Iowa, area. His testimony
emphasized the "fly-by-night" nature of the operations of many of
these dealers in tluit all five of these concerns opened their doors'and
then went out of business in a matter of months or perhaps at most a
little more titan a year. Wolfe admitted that many of his salesmen
were of the unscrupulous or unethical group when he testified, in
effect, that when he tried to operate in a. legitimate manner his sales-
men left him for greener pastures.

Louis Garthson, onetime president of a concern known as Protexa-
wall and an associate in Permawall, Inc., might be termed typical of
the high-pressure-type salesmen who entered the home-improvement
field. In 1951, while associated with Permawall, Galrthson admittedly
prepared the material or syllabus which was used by a "school" con-
ducted for training salesmen in the dynamiting type of high-pressure
selling. The chart opposite page 484 of the hearings is anr example
of the material used at that school. Garthson admitted that he had
previously been employed by an appliance store using the well-known
and publicized "bait" type of selling and advertising.

Lew Farrell of Des, Moines, Iowa, whose real name is Liuigi Fratto.
became a beer distiibutor in .Des Moines beginning about 1938.
Long rumored to have underworld and gambling connections, Farrell
would admit only that he was connected with several home-
improvement concerns. He denied knowing who were the owners
and could not recall either who paid him or who worked for the firm.
Ahen asked what his duties were he replied that he just did not do
very much.

Floren Di Paglia, who at the time of his appearance before the
committee as a witness was under conviction for bribing a Drake
University basketball star, became active in the sale of aluminum
siding under FHA title I loans beginning in 1949. He started his
business in 1951. Di Paglia testified that his best business year in
the sale of FHA-insured home improvements was the year 1951-52
when he made approximately $100,000.

Jack Chisik first entered the title I home-repair business in 1938,
operating in the Detroit area. He Was typical of the most undesirable
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type of high-pressure salesmen. In 1952 the Michigan Corporation
and Securities Commission suspended his contractor's license as a
result of unscrupulous sales practices. Chisik had been associated
with at least six concerns doing business in FHA-insured home repairs
and improvements.

The Michigan Corporation and Securities Commission and the
California Contractors License Board each suspended the licenses of
a number of unscrupulous title I dealers in their respective States.

h'lhese State agencies should not have been required to police an FHA
program; and a more vigilant watch over the program should have
resulted in FHA eliminating those dealers long before the State
agencies were compelled to suspend their licenses. FHA officials in
California in charge of the title I program testified that it was neces-
sary to obtain concurrence from Washington before they could sus-
pend the operations of a title I dealer and that it was generally
difficult to get approval for such action.

('ozy Hoines, Inc., was engaged in the home-repair business tinder
title l'of the Housing Act in Detroit. During the committee's hear-
ings in that city we took possession of the books of this company and
examined their transactions during a 14-month period. During that
time gross sales of the company were $205,533 and the so-called sales-
men received $101,017 as commissions. This company operated on
a "par" basis and left the salesmen free to fix their owvn sales prices.
The company's "par" was apparently $104,516 on those sales and
the salesmen's commissions an almost equal amount. The salesmen
received 49 percent of the total sales price, and their commissions
added 97 percent to the "par" basis amount which the homeowner
was required to pay.

Enterprise (,on~truction, Co. was shown by the California testimony
to have done the largest volume of business in that State in home-
repair contracts under which homeowners were victimized. As its busi-
ness grew many of its salesmen and supervisors left Enterprise to go
into business for themselves. Enterprise was considered the training
ground for this work and a substantial portion of those engaged in the
business in California where looked upon as "alumni" of Enterprise.

The testimony showed that products such as roofing, siding, and ex-
terior painting were most commonly involved in victimizing the public.
The various sales "pitches" such as the "model home pitch' were
usually accompanied by extravagant and outrageous claims by the
salesman as to the qualit y or longevity of the product. Product
failure to live up to the salesmen's claims was further aggravated by
shoddy workmanship.

Many dealers who were represented to the public by their salesmen
as contractors with an organizationAnd the know-how to do the job,
did not, in fact, employ regular workmen, had no particular know-
how, and were, in fact nothing but "fly by night" operators set up
to sell a questionable product for a short time and then to move on
to exploit a new community. It was conunon for such dealers, par-
ticularly in the field of siding, to employ groups of itinerant "appli-
cators" to perform the work of applying the product. Standards of
workmanship were understandably low in such cases. After the dealer
had obtained his money from the lending institution, complaints by
the homeowner to remedy defective work were most often ignored.
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'ile, alises prileficed oil the hoip(owil's weere fostered 1) the t rafld
practice eonniotonlv cngagled in by lle tiitter'i )t1o111.4 d•,l(hs in dealing
with t he tnItserlt[pifotis sailesinein. Mlost of si•l deale' r wittiesses heard
by this commit e insisted thta t thiC sihlesiC't1 Were not their employees,butl were "indeplenhent volllrulclOl's." (Conil~lOliVlly uh (h"Iahr %,•oluld

permit virtually anyvotie, without reglird to (Italiftliea I iols or pIst.
criminal reeordls, to solicit contracts ft'oi[ll homewowner't's. The dhealher
supplied ile "(eO(111.1'aelor'," or 'e'iltvassers" a1d "'elosei's" as lhwe, refer
to t hentelt\'e, with blank FlII A t itl I applieations, lIank plmttissorv
notes, blank complilon e01i(' latest, fitld credit. report forms. Th'Pe
arrtalgemlets eolilt prelhendedl that ilieI sit.lesll don wothl oltit the
Contract. and till tie loain lplipt, required to Ibe sittt'ld by the home-
owner,. leh lhen delivered the Itpetrs to tlhe (h(aher ile ( a1 s paid his
commission ol tihe pl'ie• for which i lie job was sold.

l T the, rthe ,j)'eviyIs*v liberit il miles of IIIA, lillt, I loains could be
obtain•,d to linail e such "improvements" Its Ipltos filldl IrbeqIu, pits•.

Tilte sharp tithi I operatlo•s took fill aldvantltatg(e of them liberal rules
to exploit the C(alifornis inaikeo for paltios and 1I)rlbeql, pits by 1.sig
Variations of tie modell home''e" pitch. It, is doubltful tIllt t te title
progrant was (evetr intended to enicompnass such things as I)ltios, which
most of the public wouhl consider luxuries.

Otte of the serious consequencees of the iales pralietes engaged in ly
the llhouie-imtptovenlet t'll'k'teetes imposed a (lireet burden on the
Govertmnnnt . Mlanvy victimized hottteowners w%'ho luild jItreh'lsedl
hori,, tilll )viltents thev cotld not tfrot'tl on the belief tha t tlhe couhl
pay fotr tilt-e work oit oif thie bonuseses' thev wvoitd receive (rint the( utse
of their hiotte ats 11 modeldel' were la ter' forceed to (lefittilt, oil their loatis.
Others realizing tltat they hltd been duped, attigrily refused to Ilty. In
11atNy suchili instaltves, tInh lending institutions involveed, who oft lllutes
conltriblted to the situation by atcepting (ontramts from known sharp
deale'•s, were tcoveredl on the (lefiutlts by the ,IIA insurance . Int sit Ui
Cases, the O(overntitent. was reqluiredl to take over a td tlemptl to (,ol-
lect. the loans by (lireet suit against the homeowners. Witti('ss have
testified that ot-nited States attorneys over the country atre today [)III-
dened by thousands of such suits.

In I), troit title I hone-imlprovenent nl its were obtained an1d the
proceeds itsed for such pIrl)'(es its tihe paylntiit, of it. property selh,-l(-
metit oil divorce, viacations, the Iuret'hases of (ars, television sets, and so
fortl. l These (lsts inVolved aitfrniudietnt. re II'(sen'lliot lll bv thle home-
ownetr ini making atit applivation for a loan itat, ilte money was to be
used for a homle imlproveent. Mianty of Ilte peo ph inv'o'('l in i these
loatns were induced to obtainti the loais by l)eoph,( who had been ot'
wer' racketeering deilhers in title I honme t'inp'oAvTelliets. Tlle pro-
Inot ers of those lo01ts generally obtained a. "Cut" out. of tlhe loceeds
of the fraudulent loans t11114 obtained )y the homeowner. It. is
demonslrable thaitt such schemes could not, have flourished if tile banks
aInd lending institutions involved had exercised discretion similar to,
if not as strict as. that they exercise in granting loans of their ownnon-Oovernutitnt-ilsutred 1110ney.

Title I wits intended to makt, hank credit, more readily available to
small-hon'e owners for needed replairs, but, it, was not, intended to
attract. racketeering or to foster deplorable business practice by
financial o'ganizat ouns. D)etroit, Chicago, and Indina.npolis t estimonv
showed that in some situations, where completely, fraudulent FHLA
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fitle I lowIs were Itlmi, employees of ltliteig i tnsittuions n'eceived
bI'ibes, pIyoil's, or grultuities for grntl iultg Suh lo1n1. (t, ('hliIig(O
witnei'ss, claiming lprsouil knowlhedlge of tll s 11,(eriltihlolt deal.r .and

-1de4u1110 Ir-taeiCeS ilk this field, st ate(d tlhat, rlwel('elritg ouhld nlot
have llourished so widev lyathd not. tI, des h alers had ai "loilt' -•
underworld t'il'l for "''(oiteetiott"- ill the blituks to accept, lhir
(oit-I'llet( ill the face of public ('o011 )lihtilts of sales frtill, ptrodu'ct is-
rltpleselit itiou, luul ti l51 isfaietory reputaI t iot s.

hl'o 11t1, counft.lh hoivtowiletIr.5, vieflIil,,ed under tils pro)gintti,
who illi till tely paid th.,ir obligattion for Work they dil not, receive
When assuretiihntl, they 11(d i)o legal (heft'nse to the obliglation. Ill
8011e elst's Wit t(55' ,.stifit'l thti, titeir properly wals in worse (otlditioi
following the ,work stiJ)lose(lly donIe, by (lit de•h er 11than if no work had
lbeen do(1e ti, a til. E'ven ill uttost of thios,, eases holiest, lioteowuters
1did th.ir obligitfion wh l.n they heit uiled that i leghil lihtbility had
rittihduleitly beeln ('851. upon themut.

I, is diflieult, to meastire hie los-es to Iloluleowit.rs il l his program.
it nliany relies tho ]mieowner I1itl its muclh tas $0)0I) for work that

should hot, ltlive cost, tItore thall $300. In other cases IlIth hollmeowner
may have paid $1,000 or $1,500 for work which wias either wortlhesi
or VOrst thali worthless ill thla it, left in', Irproperty ill it gielaelr stiato
of (lisrelpair lhlln existed d )4efore-P t0h work Wits done. 1)1C" to til(e linli-
tatlion of tilmt an11(d stall pel.solillel, it wis ittllHs.ilvl, for th ('Ommltlittee
to deterinitte til(' total aiilnoitt (if Itollt'y involved ill these illegal

)lrat('t ices.
In coelliuding this diseussiou, we (inl)hltsizlie algaill that tle dis-

hoIest, or fraudulehtt. (leaders andtt/or Stllestetll tltgitgedl iln lilt, lionIe
rtljpititl busillnes-, (Olisftilte ia ve'rv •miall segmente. of tlit' totit 1111Iltl)er
of such (ldeles and salesuntn. I lowever, vigilance bV thelt( honleowner
inl checking tIll' chariteter wd(l 'lepu•taltion of those with wloil he
proposed to do lbutsi•iess will flrlther help to eliiuiatte tlhse frauds.
Thle it•sistence ulpon having bids flont more than one (•ealer a1utd a
Careful reading of all papers before they tre signed will also give
furt het protec(,ion to tl ho homeowner.

The following ('h81l, illust rates the( overall etfiviti('s under l title I
(luring the years 19341-53:
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PROPERTY IMPROVEMENT LOANS INSURED UNDER TITLE 1* BY YEARS 1934-1953
NUMBER AND NET PROCEEDS5 OF LOANS INSURED. INCOME RECEDED. CLAIMS PAID AND CASH RECOVERED

NET PROCEEDS OF LOANS INSURED
$ 7.408.765.000

MEY STATES ~- TTrLE I.SECTOt 2.(Ckmaa I and 2H4934-J.LY
NET PVIOCEEOS OF Lawn mISU o .... .............. .0"8".000
MAW R OF LOANS 1NSURED ....... 7.434.767
AVERAGE MET P "OCDS E f"lT. ............ .440
AMOUNT O CLAIs .A...... t of%) ................ 4 sOSS3.,
"LOOM Or CL*II + ....... .......-... -. W53.307

EIAG *N0T OF CA.N . ....... S 320__
CaSH R E .......EC.......... 4A4).. $ 5,4.S900

TIMATED FTU1[ ME $tEco .....- (I02%1r _3- l o S 0%544.600
CLA P& OL.a. nm ..wma r ... .0 9 75.54.4.00

"TITLE I OMRNCE FlOW - JULY ISi" T•mOUGH iA g"54
TOTAL nMC[ 1PREMumrM.) ............. $ 145,U.,,0
Lm.4CAmP PRM WnO.ME . ......... so. 130.340.500sAL.FAVI AuND EX~s J................. lIM3 99.o60.3oo
LOSM ANE -LR. P ............. r .to.3oo-WWWO ICPIL AND 1.10.60................. .... $ ..00.2

I EXPECTED NET LOSS .-....... 79.540.800 ........ (0.99%))
f M amxm avOew rnzi.e mclxrw. aa• imps
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PART VII. GENERAL FINDINGS FROM THE INQUIRY

S E-C'I'0ox A. INCOME 'ITAx lMPlwCATrions I., FIIA FRAUDS

le(lerfal income, 11axes were it Sub•tantial factor leading to the
wind fall profits disclo-• (I bl t I(y these liearings. nnim buIihldrs appear
to have bl,•,n more ,vorernle( witidl file 't (elit to which they might
avoid l)aynietlt of 14ot'11al 1axvs on thlir gains than with the, manner
(,r I lte (,xi ('lit of t heir IIIli I s from t hi•, l)rojects. Tmeir basic (cone(ern
appears to have bIenl their Iwofit on tle project after the payment of
Federal illcnm, huxe~.g

The normal income I ax•s which most people afI(, req((uired to pay on
Ihle earnings from their labors would take at veyI considerable plI't of
profits running to $3 million, $4 million, anid even $5 million on a
project taking only 12 toIX nmonths to huild. In most. of the projects
l'Vit(WV,' by i lie vofuillittve the Iilder's li(lopted practices designed,
We hope ilIsu•Pties.fully, (eith er to avoid! entirelyy the payment. of any
income taxes, or to have their profits taxed as hiong-terni capital gains
at t he 25 |p(rcevnt (now 26 percent) tax rate.

'The device gellerally adopt(,d in their attempl)t to achieve a capital
gain was substantiallyV this: Tihl' sponsor of a section 608 project
would either have the sponsoring corporation itself act as general
contractor for the job, or enter into a contract on a "cost basis" with
it coistruetion company owned by the same interests. Upon the
completion of the job there would remain in the sponsoring corporation
cash relpresellting tile difference between tile construction costs and
the mortgage pnroceeds. The s)ollsoring corporation (but. not ally
of thie individuals) was liable for thiie mortgage dieb.. T e obligations
of the corpioraiion were not in excess of its book assets (the cost of
colistlriictioln miud cash Oil hand). Thatt financial sit, uation would not
)erinlit the payment, of a dividend.

The sj)OliSOls t.lienl wouhl obtaiii all app'aisal of the corporate
pJroperty for an amount generally well iii excess of the mortgage lonll.
Wrifitig llu) the book vale of the property to the. a1noumit of that
ipprlliisal cr'eateld a corlporate surplus thatu was used to justify the
Jiaynient. of a. dividend. The cas i fuindis of the coror)iation, repre-
spltting the excess mortgage proceeds over all the costs, were thell dis-
triblited to the promoters as a long-termn capital gain. -

Not, infrequently additional funds were atvailalble by which to
increase the anmouin, of that ldistribution. FLIA allowed 18 mioithis
to comnplet.e a sec cion 608 lrojecl. Paynients oli the FHA ilisured
niortgage did not begin Ulitil 18 monolthis after the start of colistrlic-
tion. Accordingly, if the pn'oject could be built il it shorter period of
time there was whiat the builders called the "free-rent, period" durilil(
which much of the rental income wits available for dist-ribution. This
income, too, wits distm'iu, ed its long-term capital gaimis through the
device discussed above.

There was another ineans by which these capital gains distributions
were further increased. Interest and taxes during construction are
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generally considered to be a cost of construction. However, tax laws
permit these expenses to be charged against, operating income. Since
FHA mortgage estimates included as costs interest and taxes during
construction, by charging those expenses against operating income in
the period after tenant occupancy additional funds became available
for capital-gains distribution. For tax purposes most buihlers
charged interest and taxes during construction as an operating
expense; before this committee they all included those items as con-
struction costs.

In at, least two cases the Internal Revenue Service issued rulings
that such distributions were long-terim capital gains. One of these
rulings involved 1 of the 6 corporations in the Shirley-Duke apart-
ments project in Alexandria, Va. On November 30, 1950, the Deputy
Commissioner of Internal Revenue wrote the sponsor that, since
construction had been completed and all costs had been paid, funds
transferred to the capital account and distributed to the shareholders
would be taxable as a long-term capital gain. The present Coin-
missioner of Internal Revenue has reversed that determination. In
a test case now pending before the Tax Court (George and Anita
Gross, et al., v. the Commissioner of Internal Revenue) he contends
that "windfall profits" of section 608 projects are subject to the
payment of normal income taxes.

lhe Commissioner of Internal Revenue has advised this committee
that if he is successful in that test case, he intends to proceed against
all similar cases. One of the incidents leading to this investigation
was the report by the Commissioner to the President listing 1,149
cases in which such windfall profits had been received and were dis-
closed by the tax returns filed by the corporations. The Commis-
sioner testified that he believed that there were several hundred
additional cases to be added to that list.
Glen Oaks Village

The pending test case involves the profits of 11 Glen Oaks Village
corporations that obtained FHA-insured mortgages of $24.4 million
on a leasehold. Construction costs were about $4.3 million less than
the mortgage proceeds. These corporations distributed to their stock-
holders $4.6 million. It is that distribution which is the basis for the
pending test case. The sponsors also obtained a mortgage on the
and for $1.4 milliola more than they paid for the land.

Two recent cases, Commissioner of Internal Revenue v. Fannie
Hirshon Trust, decided by the Court of Appeals for the second Circuit
Court, May 17, 1954, and Commissioner of Internal Revenue v. Estate
of Ida S. Godley, decided by the Court of Appeals for the second Circuit,
May 28, 1954, appear to support the position taken by the Commis-
sioner with respect to the tax liabiJity on the distribution of windfall
profits.
William J. and Alfred S. Levitt; Levittown

The extent to which builders went in making certain that such
profits would not be subjected to normal income taxes is shown in
the Levittown, N. Y., project. William J. and Alfred S. Levitt. built
approximately 18,000 houses in Levittown, N. Y.; 6,000 of these were
single-family rental houses constructed under section 603 of the act.
Cost figures are available only for 4,028 of those rental houses which
were constructed by Beth-Page Realty Co., a corporation owned by

62



FHA INVESTIGATION

the Levitt brothers. The capital stock of Beth-Page Realty Co. was
$50,000. The FHA insured mortgages were for $29,946,500. Total
construction costs were $5.1 million less than the FHA insured
mortgages.

The Levitts' objective appears to have been to withdraw that cash
surplus from the corporation without liability for the payment of
normal income taxes. The assets of Beth-Page after completion of
those houses, were 4,025 dwellings and that $5.1 million in cash.

The Levitt's advisers conceived the idea of selling the Beth-Page
stock to a charity which could purchase the stock with the cash funds
of the corporation obtained by declaring a dividend. Efforts were
made to locate a suitable charity. Junto, Inc., accepted the pro-
posal. Junto was a charitable corporation engaged in adult educa-
tion whose total assets at the time of this transaction were less than
$2,000.

With the aid of partial temporary (for a few (lays) financing from
a cooperative bank, Junto purchased the Beth-Page stock from the
Levitts for $5.1 million, declared itself a dividend of $5.1 million the
very (lay of the purchase, and then paid the $5.1 million to the
Levitts for the acquisition of the stock. As a charitable corporation,
Junto took the position that the dividend to it was not taxable. The
stock had been held for more than 6 months by the Levitts who
therefore claimed a long-term capital gain on the proceeds from the
sale.

The Levitts undoullte(lly cotld have sohl the 4,028 houses for
$5 million above the amounts of the respective mortgages. However,
if $1 0 million had thus been available for distribution, but subject to nor-
mal income taxes, the net return to the Levitt brothers after taxes
would have been substantially less than the $3.8 million ($5.1 mIi-
lioni less 25 percent) that they received on the long-term capital gains
through the courtesy of Junto.
Shelby Construction Co. and lVarner-Kanter Cos.

The second tax pattern followed by section 608 builders was de-
signed to avoid the payment of all taxes. Shelby Construction Co.,
the Warner-Kanter Cos., and Saul Silberman are illustrations of this
technique.

Paul Kapolow and Louis Leader incorporated Shelby Construction
Co. in 1948 with a capital of $100,000. (Emile Bluestein originally
owned 10 percent of the stock but they later bought him out for
$315,000.) Kapolow and Leader createal 11 corporations, known as
the, Parkchester group, which were wholly owned subsidiaries of
Shelby. These corporations had no assets (perhaps a few hundred
dollars each) other than the land on which the project was subse-,
quently built. Those 11 "paper" corporations obtained mortgage
commitments from FHA in the amount of $10.8 million for the con-
struction of a section 608 project in Now Orleans.

The Parkehester group corporations then entered into contracts
with Shelby, for the construction of the project for amounts which
resulted in Shelby obtaining the entire mortgage proceeds. The cost
of the project was substantially less than the mortgage proceeds.
Shelby claims the windfall was'$1.7 million; FHA says it was $3.4
million; and our staff believes it to be about $2.5 million. The differ-
ence in these figures results wholly from different views as to the,
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propriety of including as costs of construction such items as payments
to the sponsors themselves, entertainment, and travel expenses.

On completion of the buildings only the Parkehester group corpo-
rations were liable for the repayment of the mortgage debt. But the
excess mortgage proceeds were in the hands of Shelby which was not.
liable for the mortgage debt. The 11 companies and Shelby then
filed a consolidated income-tax return which avoided the payment of
any' income tax on the "windfall profits" by treating the transactions
as intracompany dealings. Thus the windfall profits were transferred
to Shelby, not Iiahle for the debt, without the payment of income
taxes. 'Tlhe property soon got into difficulties aid was virtually
abandoned by the Kapelow interests. Shelby sold its stock in those
11 companies to a group of New Yorkers tor $5,000 cash and an
additional $110,000 to be paid over a period of time (presumably out !of
rental income). The property has since defaulted and is now in the
process of foreclosure by the Government.
* Kapelow and Leader have had full use of these funds without
paving taxes on that income. Shelby has never paid any dividends,
andl salaries to Kapelow and Leader have been modest, but very
substantial sums have been loaned by the parties. At the inception
of this project, Ka~pelow and Leader presented financial statements
showing each was worth $300,000. They used these "windfall" funds
to finance other projects and 4 years later their financial statement
showed each to be worth $3Y2 million. Had normal income taxes
been paid by these businessmen on the earnings of their labors it
would not have been possible for them, after the payment of their
taxes, to have accumulated that wealth in so short a 'Period of time.

The Warner-Kanter Cos. in Cincinnati utilized the same device to
have the benefits of the use of funds representing the profits of their
venture without paying income taxes on those profits.

Saul Silberman
In many similar cases the promoters have loaned large sums of

money to themselves, sometimes at no interest, sometimes at one-half
of 1 percent interest, and sometimes at 1 percent interest. Since
interest is itself a tax deduction, the payment of such interest on
loans would not in a normal lifetime ever equal the capital gains
taxes required to he paid on such profits. Saul Silberman, a former
FHA employee, adopted this practice in Uplands Apartments, Inc.
There was a $1 million "windfall" in that project which ended up
in the construction corporation. By filing a consolidated income-tax
return it paid no tax on that gain. The funds wei'e then in part
loaned, at minimum interest rates, to the promoters and more than
$500,000 was advanced to rehabilitate a racetrack owned by Silber-
man.

In another ease, a dentist turned builder, Dr. Dewey S. Gottlieb,
used such tax-free funds to buy a string of racehorses'and a cruiser
on which to entertain jockeys.

In these cases the promoters have had every useful enjoyment of
the windfalls resulting from their Government-financed projects, and
the Government has received no taxes whatever on those "profits."

A third tax abuse, perhaps not limited to section 608 projects, was
charging as construction costs expenditures not properly a l)art of the
cost of construction. The only case in which the commit tee made any
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attempt to audit the books of a sponsor was in the Woodner proper-
ties. General Accounting Office auditors found that Woodner bad
included as construction costs $87,000 in detective fees connected
with his divorce litigation, about $50,000 in lawyers fees concerning
his marital problems, the expense of a trip to Nassau to recuperate
from the strain of those marital difficulties, and a number of other
equally improper charges.
Morris CaJritz

The Cafritz Parklands Manor project illustrates still another in-
come-tax device. Most fathers cherish the hope of being able to
create an estate for their children. Paying normal income taxes on
one's earnings, and gift taxes on funds given to children, makes this
a rather difficult objective. Morris Cafritz, Washington, D. C.,
builder, found a solution to that problem. In the early 1940's Cafritz
acquired a 100-acre tract of land in the southeast quadrant of the Dis-
trict of Columbia. In 1946 Cafritz transferred this land to Parklands,
Inc. whose stock he held in trust for his three sons. The corporation
had no liabilities an(l its only asset was the land. In a gift-tax return
he valued the laTid at $69,000. Cafritz testified that the Internal
Revenue Service subsequently raised the value of this land, he thought
the increased valuation might have beeni $3,000 or $3,500 an acre but
he was not certain.

The next step was for Parklands, Inc. to transfer 20 acres of the
tract to a wholly owned subsidiary, Parklands Manor, Inc., which
had nominal capital stock. Parklands Manor, lit., then applied for
and received( an FIJA insured mortgage under section 608 for $4.2
million. The land which had cost Cafritz $690 anl acre was valued
in this application at $20,000 an acre and was ultimately valued by
FIIA at $21,000 an acre.

Actual construction of the project was by Banks & Lee, Inc., Wash-
ington builders, although Cafritz himself was in the building business.
The total construction costs of the project were $550,000 less than the
mortgage proceeds.

Those "windfall profits" were then used to finance other real-
(state projects owmdle( in trust for the Cafritz children. The Park-
lands Manor, Inc. balance sheeL. for December 31, 1953, showed loans
to smch affiliated corporations, at one-half of 1 peIrcent interest, in
the amount of $630,000. Through this manner a shopping center,
Parklands Shopping Center, ]lie., and several other similarly owned
housing projects have been constructed. Those properties have a
cost of $7.2 million. Outstanding mortgages will at current rent
levels be repaid from rental income. There will be no income taxes
due the Federal Government on the rental income used to pay off
the mortgages. I'i the absence of adverse economic conditions, the
Cafritz children will ultimately own, free and clear, properties having
a cost of $7.2 million and which were constructed out, of a gift by
Cafritz of land costing him $69,000. No gift taxes will be payable
beyond those applicable to the gift of the land, anti no income taxes
will be paid except to the extent that rental income from the property
exceeds all costs of operation including the repayment of the principal
amount of the mortgage (payable out of depreciation funds).
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SECTION B. DISTRIBUTION BY TIME AND AREA OF SECTION 608
MORTGAGES

The application of the rental housing program of FHA during
different periods of its administration, and in different sections of
the country, presents some interesting statistical information reflect-
ing, at least indirectly, on the administration of the program.

New York, New Jersey, Maryland, and Virginia were the principal
beneficiaries of the section 608 program. In proportion to their popu-
lation, Illinois, Ohio, Michigan, and Massachusetts appear to have
received the minimum number of new dwelling units from this pro-
gram. A total of 465,000 new dwelling units were built in 7,045
projects under section 608 of the Housing Act. New York, with
9 percent of the population, received 18.4 percent of the units built
under this program; New Jersey, with 3 percent population, received
11 percent of the units; Maryland, with 1.5 percent of the population,
had 7.3 percent of the units; and Virginia, with 2 percent of the popu-
lation, had 6.4 percent of the units. Most of the Virginia projects
were in the northern part of the State in what is generally considered,
a part of the metropolitan area of the District of Columbia.

On the other hand, Ohio, with 5 percent of the population, received
only 3.5 percent of the units built under section 608; Illinois with
5.5 percent of the population, had 3.6 percent of the units; Michigan,
with 4 percent of the population received only 1.6 percent of the
units; and Massachusetts, with almost 3 percent of the population,
received only 0.7 percent of the units. Significantly, the committee
found the greatest volume of "mortgaging out" and other irregularities
in New York, New Jersey, Maryland, and to a lesser extent Virginia.
And we found a minimum of these irregularities in Ohio, Illinois,
Michigan, and Massachusetts. (This statement does not ignore that
there were irregularities in those States to some extent, particularly
Ohio and Michigan.)

Tables I and II, on pages 70 and 71; show graphically the percent-
ages of mortgages insured under section 608 by States, in the years
1942 through 1953, based respectively on the percentage distribu-
tion of the total dwelling units and the percentage distribution of
the total amount of mortgage.

SUMMARY OF COMMITTEE'S INVESTIGATION OF SECTION 608 PROJECTS

This committee had neither time nor the staff facilities available to
permit an inquiry into all the 7,045 projects financed with mortgage
insurance under section 608 of the act. We sought to inquire, however,
into all those projects in which information coming to the committee
from any source indicated that there might be irregularities.

This committee inquired into over 600 section 608 projects in
executive session. Of these public testimony was taken with respect
to 543 projects. In 437 of these projects the mortgage proceeds ex-
ceeded 100 percent of all costs, while in the remaining 106 cases the
costs exceeded the mortgage proceeds. In no case was the mortgage
less than 90 percent of the actual costs.

The 437 projects scrutinized by the committee in public hearings
in which the mortgages exceeded total costs involved mortgage pro-
ceeds totaling $590,118,276 (the face amount of the mortgage plus any
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premiums received by the mortgagor and less any discounts paid by
the mortgagor).

The mortgage proceeds in these 437 cases exceeded the total costs
of the projects, including every disbursement to any person for any-
thing, by $75,824,239. The total costs were thus 12.7 percent less than
the mortgage proceeds. The statute provided for mortgages not to
exceed 90 percent of the estimated costs and FHA mortgages were
not more than 90 percent of its estimate of the cost of the project.
On the average, therefore, the actual costs in these 437--cases were
21.6 percent less than the FHA Commissioner's estimated costs.

These figures are subject to possible correction in two respects:
(1) The costs given are the builders own statements of their total
costs. Trhe very few cases in which we have checked costs lead to
the conclusion that at least some builders padded their costs to some
degree. Actual costs are undoubtedly lower, but the extent to which
that was a prevalent practice and the amount by which such costs
may have been padded is unknoNn to the committee. (2) In many,
but by no means all, of these cases the sponsor was himself a builder
and did not pay himself a builder's fee. In estimating costs FHA
allowed a builder's fee of 5 percent even though the owner was him-
self the builder. This factor would reduce the spread between esti-
mated costs and actual costs by something less than 5 percent.
However, builders' fees were considered as a part of the equity to be
furnished over and above the 90 percent Government-insured mort-
gage. A builder's fee could cover part of the estimated cost between
the 90 percent mortgage and 100 percent of the estimated cost. As
shown above, however, the mortgage proceeds in these cases averaged
12.7 percent in excess of all costs in these projects.

The 106 cases in which the mortgage proceeds were less than total
costs, involved mortgage proceeds of $148,422,451. The total costs
in excess of those mortgage proceeds were $6,876,645, or but 4.6 per-
cent of the mortgages. Averaging the entire 543 cases, the total
mortgage proceeds of $738,540,727 were 9.3 percent in excess of total
costs. On the average the actual costs in these 543 cases were 18.4
percent less than the FHA Commissioner estimated costs.

Table III on page 75 shows by States the number of projects,
mortgage proceeds, and excess or deficiency of mortgage proceeds over
costs, for the projects inquired into by the committee. Table IV on
page 77 breaks down the excess of mortgage proceeds over total
costs by years.

TIME DISTRIBUTION OF WINDFALLS

The 437 projects inquired into by the committee showed total wind-
falls, the excess of mortgage proceeds over all costs, in 1946 of only
$12,523 in 1947 of $525,616, and in 1948 $2,166,369. In 1949 these
windfalls jumped to $18,774,176 and were in excess of $20 million in
each of the years 1950 and 1951. These windfalls were almost $10 mil-
lion in 1952, and in excess of $3 million in 1953. The section 608
program. ended in 1950. The years stated are those in which the
projects were completed and the costs became known.

Significantly, in the period of the greatest housing need, 1946
through 1948, there were the smallest windfalls. The largest windfalls
occurred after Congress had found that the program could be termi-
nated, in 1950 through 1952. One factor accounting for the increase
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in windfalls in thliii later yeals is t-hat there appentr to have been a
decline ill material privcs, following the postwar shortage of lilaterials,
of which El IA was apparently not. (ognizant.. Nrlaity buihldl.s were
applrenllv able to purchase materials at, substlan liilly lower costs
thian t hoseV ust'l hv- FHiA ill comptiting their stfiiattes' of (lost. But,
the ('ongress had providedd by tlhe 1947 amendment, to the lHousing
AMt, that, all FlIA est inlintes shouhIl be' as cdose as possible to theact uail ('osts of eflivient uIihling operations."

MOIIT(IAOIE 1) 1W.1 FAIT I'ls

On Mlay 31, 1954 the l ItA was the owner of 137 l)rojevts with
7,330,lI mort gage titits which it was required to talhe over because of
defaults by huth tnortgagors. And Inv that, dale it itad beeu (colmpelled
to acquire mortgage note's from thp holders of tin additional 113
W)Ojel'ts with 8,044 units because of defatilts by the moitgaigors.
Thlii mortgages in tlhese 25() projects originally totaled $I1I 17 million,

and tit' C(ommissioner's preseltt investlmlent, in those projects is
$114.8 million. ]it addition te [FIIA had taken over aill additional
,41 project with 2,870 rental units which it. had been able to sell by
May 31, 195.. Th'e ('oilmissioner's investment, in tlitse 4. l)rojects
was $13,971,829. The total sales lprie was $13,018,94 1, resulting in
a loss to the Goverunuenl. on those 41 I)roject. of $952,888. This loss
is appl'oximatielv 7 percent of the face amount of those mortgages.
It. is not, J)Ossil;he to estimate the' I,1A t,otal loss on the remaining
projects be('ause it, is not l)ossille to know the price at. which they
can lbe sold. ILIA has estimated that, one $3.9 million nIoltage oil at
project. in utearbv Virginia (liewis Galrdens), on which the sponsor
had a $970,00t0 ) \tillfall, will result, in a loss to the EllA of between
$70)0,0t)t) and $2 million.

NMost of the illortigaiges, insured by leI IA ititder the section 608
pr'ograin have ttore tIhall 2t•5 years to rum to mat uriltv. 'T'lh exteMi, to
which those propetrties nmay b'e atlt iltuae security for ihe mortgages will
depend in hlrge part, on the t,xentl to which Ihe owiters maintain t(ie
Prol)ert.ies. This is a, lmaltter over which I1A has but little effective
control. It is just muot, possible to forecast whit, titay be tOle Govern-
inent's ultimate, liability oi these mortgag(,s exV'el, to say that it, is
potentially a sUlbstilliia'l liability.

There are 1(ow out staluling motrages nuler the section (608 progri-1amln
N\ ith im)aid lalutees of $3,0II-4,07(16,39.1. The potential liability v of tle
(Sovt'ermte'iIt is g.iurajtlor of t hose mnom'trlw,.es may. b)e seriously all'ected
by t he fact that. ii, ai great 01itanY (-isest lle owner of lie lproperty has
no investment in ihle project. Some projects were ipparenfltv luilt
with ttl(, View to tilitking a (luid(l proliit front tIhe morfgiiteg( proeis,
at1d ot, wiib t lt, view to old ti tiaing loin-ternI rentl income.

It. is likely that, sottit( of these projects will just not, last, the 30 yea•s•
over whMich ln, miort giage, is layavlhle. Nanv of the projeets iln which tlle
oMAWme, has 1he smiallest investment an, l11"a"ge properties witlh in exces,s
of I, 000 and 2,0001 ili rtments. 'T'ltere is the (lipngerous, possibilitv
that. some of these properties may lilt imately becoutue shint areas.
When lth, owmitr of properly has made Ino invest nenit, andl his objective
is to obtainl the greiltest, shortll-er'nl gain from the pl'operti'y without
i0gart1 to tihi(' h11,.,-ternt titaintmit l e litt( preservation of a property .
those con(lit ions exist t lilt t frequenly rcsullt iln creit 1ing slums.

(IS
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lable V, ou paIge 79, shows ille nm .ber of I)rjeetst ile amount. of
lle mortgages, andl thet, (ai'e'vrC n('nt ' iit's il'eslni, l)y St aY t's, ill those

dlefi listed projects.
The lalrges-t ittntler of defallllts occurred in lolt s4 iilana ill spite of

Ihe fact. lihat, only -%-I.5 lreelt of the total number of mortgages issuwd
lmihr stetiolt (60S w('rv ini that. State. Foiry I)'ojects with 2,279 units
and iiiorgages of $19 inlloio thefaul tp in l,otisilllnl. This is more thall
30 peIrcenl of the lotaill itni.ber of units constructled ill loisiamt
iinder section 6108, anti more than 35 percent of lit,1 dollar a mtounllt.
of the 1 llor'tgtigt' comlmitments issuetl ill l 4)iisililul. To date tihe
(noinlitssiolelr has sold but oie of tithe l)'oji('s taken over in Iloisiaaila.

Ill thIe publicheiar'ings at New OrIeans, III(e local MIIA oflicials were
asked to account for this high ratio of (lefalults. Tlhir explanation
was that1 Imlltlifamily housing units were forced upon the community,
b)y ]1A ill WVashingloll, 11ild that ithe .olllllllllmity waIts lnot real(Id to
i(cei)lt anl1d (lid nott watIt. that. type of dwelling uniit.. They tol(d the

('(01111litlt'(' thil.t ttr(litiollilllv people ill that alreva, had lived in sillgle-
famlil,% homtes, (Ithplexes, an1dl (lUaidruplexes. Tile people did not, want
illIt Ifanmilv residethlital lullits and I allly of tile proj ets taken over by
the Gov'e rnmet. on default had an occuptncy of less than 25 peri('ent.
Over t14. vyears that, tlle Government lithas inn .tinged those proPerties it
has slowly.N built uip occupacllly to a sat isfat tory h, level.

An t ev(n larger number of defaults, but invtlving total mortgages
in ai smaller dollar amount, occurred ill Florida. Forty-three mort-
gages covAT illg 2,330 uiktils and with IH I.A mortgages of $16.2 million
IavP (hefahtllt.i in Florida. This is 22.7 perc('nt. of the mortgages

issued ill Florihda.
Other States in which there have been substantial defaults are:

Virginia, South (Carolina, Oklahoma, and A\rkansas. New York,
which had 20.9 l)perce'nt of the total dollar amount of mortgages
issued under tilth section 608 p)rograml, has had only 8 defaults on
mortgages of $9.5 million.

'Phe tables referred to above follow:
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PROJECT MORTGAGES INSURED UNDER SECTION 608, BY
1942 THROUGH 1953

PERCENTAGE DISTRIBUTION BASED ON NUMBER OF DWELLING UNITS
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TADILZ II

PROJECT MORTGAGES INSURED UNDER SECTION 608, BY STATES
1942 THROUGH 1953

PERCENTAGE DISTRIBUTION BASED ONWAMOUNT OF MORTGAGE
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TABLE lI-A

PROJECT MORTGAGES INSURED UNDER SECTION 608. BY YEARS 1942 -1953 -
NUMBER AND AMOUNT OF LOANS INSURED, PREMIUMS RECEIVED AND MORTGAGES FORECLOSED

AMOUNT OF LOANS INSURED NUMBER OF UNITS INSURED
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TAB I.1 E [l-B.--Project mortgages insured under section 608. by States. 19.12 through 1953-dollar amount of morroage distribuled by years
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LouLrI. na ----------------------- -Maine _...

'MaryLhuett --------------------------------M.issachusetts .-----------.---------.-------M ichig,,n .................................
Minnesota ------------------------------
Missi.ssippi-- --------------
M Issouri ------------------ -
Montan•-...... ... .. .. . .
Nebraska..- ----- ----- - --
Nevada- .......................
New .ampshire- ..
New Jersey ------
New Mexico ------.---------------------
New York -----------------------
North Carolina ---.-------------------
N orth 1)akota--. ....... ... . ... . . -

Ohio ---.-----------.---------.------- -----
Oklahoma.- ------
Oregon -------------.--- ------------- -1
Pennsylvania -. - - -... . .. .. ....-
Rhode Island -------.----
South Carolina -------------.--------------
South Dakota -----------.------------------
Tennessee e-------------------------------
Texas ---------------------------------
Utb• ------- ---------------- T:------ ......

Total 1

in

942 to
19441.
elui2?ve

1947 1948 1949 150 11 1952 and
1953

$14. 771. 429 $%. 60{1. 89
759,5.--- ---------
4:9 "2.048).'..........

$5,100

)om 1 U-

205
37
48

908•
60
45
15

170
317I 57

2
103
27

84)
82
14

284)
36

229
144
40

128
3

51

13S

510

734;
86

3
272
110138
343

115
377i

10,275
947
932

21.575
1.896
3.013
3,771

19.037
10.669
18.8W2

571
17,012
6.1f065
1.591
3. 243
2.247
7.0)71

689
34. 221
3. 181
7.211
5,037
1.852
9,439

2A,1
244)
244

51,451
277

85. 807
9, 107

43
16, 2072. 9741
5. 1:55

19, 474
2106,321)
258

6.915
19, 432

737

i11101 L 9,•tl9l

insurance
written

$62.410,419
5. 7CX. 712
6, W7. 000

148. 741,767
13.413.144
21, 77,9.200
28.331, 277

135,367. 466
71,008,800

130.110.9034
4,572. 6100

138. 0-56. 106
47.046. 792
12,873.300)
21. 4,8., 957
15.517,956
54.091.017
2, 912, 661

24 1. 8.32. 7#24
24.775.818
54, 75A. 794
40,649,199
10. 176. 200
71,994.204

901,200
12,823.58)

1,576,500
1. 671.84)

W8 ,445, 402
2109, 978

719.913. 5W6
53,381,89"

267. 552
117,742.4671

W0, 9W6. 442
.U. 1,50, 132

156.83, 728
1,518, 90

39,204.767
1,985.000

40.370. 159
129, 607, 415

6,477,895

A 4114A 12-1%;.

$1, 091. 00X) $9.105,200 W$15.992. 104) $15.843.3M1I
S31,700 959,.75) 3, 113. 4)0 I 103.S14

.. . 4.425, 700 963. 3(M 4M. {)OW
5, #8:3..%2 4.245.400 58.,01, 812 . 2S2.:3451,993. 500 2, 102. 300 WW6I 1004 3511..(RIO
4.373.9W 4, 179.804 5..3. 100 4.317,00W)

------- - 2.495.400 4,021,400 11, 51). MW8
24.496.149 8.075,400 11.529,500 6W, 249. 000134.500 17.:52S.00 27,594,300 00.419.5M0
2.9WS,•700 12.375,700 22,776•.000 40, 285. 9M0

2, 458. o0 1,0 46. 500 707. 34M
9. 125.500 M33913.2M)0 10.919,648 13.931.19727M.900 7,145. 100 3,1M5, 292 15.30•3. 7(}0---- - 76,;0o 3.626.700)
2.224.40M) 2.392.I0O 3.169,300 4.739.318

440. 9M0 6, 4)8,156 2, 774. 400 2.512.5M)
4.827,:1)0 673 400 14, 7093,100 11, 667. 300
2. 7s)P. 661 120,000 -. . . . . .

25,69. 0)30 30.011.700 60.370.•50 85.249,M00-
20 !" WOJ 5 212.900 6,841,300 6,001,500
3, 270. 324 6: 702, 91)0 10,034,753 16. 217, 0)0.... qq9 400 1. 64 1. 0r, o 16i 214.6,'995.400 964,600 5,811,900

3,026.000 846.400 10,215.400) 10,745,445

-!-- -. 90.4800 - - - - - -
2M.6.00 33,000 1-1,779,800 5,021, 3S3

----- -- - ----- ---- 1.039,300 - - - - -- ,
-:- -, ----------- 101.400 1.395, K53
2U, 579.4:87 55, 253, 700 1 76,913,750 I 99.625, 64M,
-------------- i- ------- 5S71,308)5,365..618 41,450,500 1166,12.400 214.264,7973,126 %) 4,621,300 6,oz400 ,502,1-- -- .. . . . .-- ----------. 45.( z• .3
13,372,389 I 10.067,400 5,783.070 14.126.121

I ,7(9) 5, 6t6 4W) 9 521.5(X) 3. 006. 10
4,150.941 3.487:9100 W10:863.900 7,240.5(80

,471, 6• 88427r,1 I 24.621.350 57..382.034
738. (000 64,8480)... ..1,399.10 4,636,0MM) 17.865,1W)0

------------ ------------ I 541.100 I 231.9 0
'. . ' 120,200 4.522.5004 9,091,800

,09 757:800 25,065.317 38.517.989
1 743,0 WO 481:,00 ............-- 929,6(00

z

0z

19. 2"15.113
8, 359. 344
2.329. 000
9,654.200

13. 163 4W0
54.119. 300

345. 200

41. 90. 90
19.30S J(Ml

7.547. 439
3. 1%2. WM)

14, 191.9W8)9'2. 004)
37. 107. 243

3. 722. 518
14. 713. 327
17,849.4.50
2.447.900

32. 0W2. T,
S05, 000

4.551.397
.537, 2M4
17;, 587
Z5. 252. 6-32
810. 21K)

2W2. 550,•W)
16, 017. 600

37.32.7-54
2.615.550

I . 259. 722
.r,5.551. 13`5

96,K10
14. 121.400

1. 212.488)
23, 641.959
4Z 493.300
2,535, 695

--- -...-.--.--.--------.

1.243.400 ---. --

10,431.251 f 1,42, 76•6
210. 4M) ...........

10, 971.3229 520.208
14.20W) . 7. . . .

21. 692. 4f5 6. MS. -)6
1.910..1)

1.405. W00 - . ........

8,011,18 . 11,)(gig

r24,70. .
3. 740. 679 77.811
4,828.60•) 26,0008.r5.* 400 -. .........

Is, I.US, 731
1. 2 X0,4()------ .:i: 7::::::

32.945,198 12,875, 43,5
71,115,696 5,O37,2-M

.. .. .. . 11, 515
----- 0 0 ...........---

37, 059,.309 5. 62S

123.192
1. 123. 1 (} 24, 16)|[7.0o10,509

-- -- - -- - --- . . . . . .
762Z 447 42)0 820

2 993 700 ------9. 963,10 75 2oo
797,300 ------------



TABLE II-B.--Project mortgages insured tinder section 608, by Stales, 1942 through 1953-dollar amount of mortgage distributed by years-Cozn.

Vermont ------------------------------------
Virginia --------------------------------------
Washington ---------------------------------
West Virginia ---- ..--------------------------
Wisconsin -----------------------------------
Wyoming ------------------------------------
Alaska ---------------------------------------
Hawaii ......................................
Puerto Rico ---------------------------------
Canal Zone ----------------------------------
Virgin Islands -------------------------------

United States total --------------------

('ode

53
54
56
57
58
59
60
70
80
81
82

i ~Total
Number Number mortgage i 1942) 1952 ando f N u b e n o t g g I .j V 1 #4 7 1 9 .4 9 1 9 4 9 1 9 .5 0 1 9 5 1 1 9 -5 .n
projects of units insurantf, i1l, lLsive 195.3

4 137 $1,11s,200 ----- -.. $700,000 $2M, 1OM $100,000 $57,400
* 301 29,700 204,418),66i9 i$25,.!46,500 '$37, 57Z300 $37,672,200 I 69,W88,000 3.3, 179,2.55 5K6,6K) 304,814
111 6,369 48.881.972 619,300 11,934,400 14,808,787 10,885,948 9,023,407 1,610,130 ------------12 209 1,562, .......... .224,800 939.50 374,000 23,700

3,828 30,6894,02 82,700 6 ,129, 700 -2,161,485 - 4,098,346 17,351,885 1,070,168 ------------. 5 71 401,125 224,400 ------------- 0,400 126,325 -------------------------- ---------
19 2,357 27,070,611 ------------ ------------ ---------- - 8,401,400 16,361,900 2,076,900 230,41151 85 4,736.700-------------1,28,300 3,144,300 325,00 60,500 ............ -..........

4,947 28,274,600 ------------------------------------------------ 28,274,600......................----------- ---------- -------- . -------.-------------.---------------- ------ ------
7,048 68 ;3,439,678,928 1174,936,722 39912, 208 '5NZ84 !99K589,229 1,007,627,557 'i,1841 2,7,6

7,046'1___ 139 8,7,5

t4g

0.zz•



TABLE III.-Summary of section 608 projects int'istigated on which data were available

State

01
02
03
04
05
06
07
08
09
10
12
13
15
16
18
2D
22
23
24
25
26
27
28
29
31
32
33
34
35
36
37
38
40
41
42
43
44
45
46
47

Totil

Jrojrcts

(1)

Numbe hr " tnn1-r
in whi'h in whi,'t

the re , th e-r ,. t ri o
was a 'S no g w,'gorI0ris

wind:1-ill windfall

(2) (3) f 1)

7

F- 7 i I-
----------.-.---. ...... ... .i 5... .• . 5.. . --- --- -.. . .,

29 17' 12------ --- ------
1I- -

Alabana .
Arizona
Arkansas-- -- - - - -- - - - - -- - - - -
California
Colorado. .Conn ue iut .. --' ------: . "- : .: ' :: ' '. : '
Delaware -.-.---.-..........-----------------------
)ltstrlct of C olum bi i .. ....... ..........................

F lo r id a _._.-. .-.- ---- ---------------. . . . . . . . . . .G eorcla ..... ......................... . ---- ---- ---
Id a ho - " ................
Illinois_.--- - _--------------
Indiana . - ----------... ..........-------------
Iow a ....-.------------------

K entucky ----- -- - -- - -- - -- - -- - " =-"- - ....
Louisiana ---------- " -----
Maine
Maryland .................... ........................
M assachusetts ----- _ --------- "-"- ""-- ................
Michigan ------------- -------------------------------

M ississippi ------------------------------------------
M Isso u rI --- ----- ----- "--.............-"- ....
Montana..
Nebraska_-
N e v a d a .. .. . ... .. .. . .. . .. .. .. ... . --' - - --------' 7 -
New Hampshire -------------------
New J.ersey --..---------------------------- ........------
New Mexico ----------------------------------------
N ew Y ork -----------------------------------------------
N orth Carolina ------------------------------------------
N orth D akota -------------------------------------------
O h io -----------------------------------------------------O klahom a ......................... .----..................
O regon ---------------------------------------------------P11nnsylvaula,..- .-------------------------------..........

Rhode Island ----------------------
South Carolina -------------------------------------------
South Dakota ........................ ---. ------. -.--" ""

----------
16

--------------------12-------------------------------------------------------------

$3,544,398

22.615,200

7.974,400
3-;. 896,266

1.402.000

'Iot'! I mort-
gige proc4"l4hRem there,

wdas a windfall

i (5)

$2,322,803

291.000, 200

1,9W74, 400o
24,626,616

1.402,000

-------....

Total mort-
gige proceeds
where there

was no
windfall

Excess of mort-
gage proceeds
(col. 5) over
total costs

$1,221,595 $188,560

2,615,000 7W0,117

14 269, C.0 2. W45968

- .301 710

Excess of total
costs over

mortgage pro-
ceeriq (col. 6)

$3,377

12,000

1, 685, 654
----------------:
---------------

......----- 2l 6., 1•.•00 6. .35410-0-------.....6. . 74,138
1 ---- .--- - 21.999,84S 21.889,848 ------------- --- 741,3---------8-

2 - 1 . ------------ ) 1---

2 1 ---------- 2.419.200 i 2.419.210 - - 198. 70014_1 ---------- ?_P.n ,o 2 0 1 2, -'9,20 .:::::::: ---------- 2,1293D4 ..........---

21 1 i 41, 03.426 39. 507W400 1.53. W '5 4. 37 --",2 ...... 15.,0 i04-9

. .. . . .. . . . . . . . . - - - - _ - - - - -.- ---.- -.. . .- --.. . . . . . . . .n - --- . . . . . .

8 ; -------- 1. 741, 60 1,741.600 -- 212,311 ------- - "2? 4 18,755.108 7,426,757 11 ,28,3..51 405,238 442 000

60 92.169,429 70, 476, 837, 21,692,592 - 7,326i,_5-93 ----- 1-,-6-41-,-2-59
145 - 10 322,784,187 -396,399,024 16,385,163 1 46.108, 219 913,033

4 $ 28,681,782 18,952,482 9,729,300 2,966,963 487,4r7
------- ____1 ------- ------------ --------------- -----------------

---------- ---- ...... - --- ......... - --------- ------------------------------------------------------------------------------- ----------------------------

'.3
0

'.3

0

z

C,;'

Code

- I I

2
18

2
14

22~

8
6

!i f6) (~7)()



TABLE III.-nSummary of section 608 projects investigated on which data were available-Continued

Number Number TotqI mort Toti mort- F xcessofort- Excessof total
To "- which in which -Tot!m- ,g'Exgs prot- ecoss oprterslI[ lotl 1l 

1
•, erilthe Tot rn r gage pproem s

St projects 1 the g.A e proceeds where therr gege proceeds costs over
Cof.. -,i nT s a d no. gdl ge pfroceedfIs where there was no (col. 5) over mortgage pro-

windfall windinfl was a windfl -1 widfa• totL costs ceeds (col. 6)

(1) (2) (3) (4) (5) (6) (7) (8)

49 ITexas-------------------------- -------- 6 - $----8,-2 $6,738,5201,8.16 ---------49 Texas h-------------.-------------------------------------- ---- -6 ------ -----......... $6,-38,52() $6,,.8,520 ---------- - - -

Wahi V ,.rmont -------- - ------------ I -- --- ----------------- ---------- - ------------- - ------

57 W stigii------------- --------------------------- ---------- --- -------- ------------------------- j -------- --154 Virgini-a- ---- --------------------------------------- ___ ---- 3 ...... 33 X3.-• ' -- M. "8- 95-, 9- ------------------ .5,W 5 -• "- ----------M i W a sh in g to n .. . . . . . . . . . . . . . . . . . . . . . . . .-- - - - --- --- --- - . -- --- ----- - -- -- . . . . . .-- -- - . . . . . .i.. . . . . . . . . . . .1. . . . . . .

57 West Virginia -- - ------------------------------------------ -------- - ------------------- .------

58 ~Wm.isLos--------------------------------------------- ---------- --I I ----------------------- ------------ *---- -------------- -------! Wyvoming . --- - - ------ ------------------------------ - - -------- - - ---------------- --------------- ---------------- ------------ I

82 Ciagna Zo~ne ------------------------------------ -------- I
'Not distributed by States ---------------------------- I 4 ,9,0 - ---------- -9o90 --------- ----- -------- $935.458 I

Unilted1 States total.. ---------------------- 543 437 106 738, 540, 727 590,118,276 148, 422,451 7,2,3 ,7.4

_ __A _ __.. . . . .. . .. .. . .. .. . .. .. . .. . .. .._ _. .. . .._ _. .. ..._ _.. . .. . I. . . . . . . .. I 7 5 ,8 24... .. . . .. . . ,. . . 23.. . .9 •. . . . .. . . . •

i w i '07o m , .. .. .. . .. .. . .. .. . .. .. . .. .. . .. .. . .. .. . I.. . .. ..I.. .. . ..i . .. ... .. .. . .. . .. .. .. . .. . .. .. . . . . .. .. . .. . .. .. . .. .. .



TABLE IV.-Stmmary of section 608 projects investigated on which total mortgage proceeds exceeded total costs-excess mortgage proceeds
distributed by years

-! Excess of
Number i Number Total mortgage

Code State of f units mortgage proceeds
projects proceeds over total

costs

01 Alabama- ................ 6 3.53 $2.322,803 $188,560
02 Arizona -----------------.---------- ---------- ------------ ------------
03 A rkansas - - - - - - - - - - - - - - - - - - - - - -- - - - - - - -04 California --------------- 90 2,284 20.000.200 780,117
05 Colorado ----------------.---------- ------ .......... ------------
06 Connecticut ................................................ - - ..... - -
07 1)elaware ----------------. .5 978 7,974,400 530,283
08 D)istrict of Columbia. ... 17 3,226 24,626,616 2,545,968
09 F lorid a ---------------- - ---------- - ------------
10 Oeorgia ------------------ 1 1 220 1,402,000 301,710
1 2 I d a h o . . . . . . . . . . . . . . . . . . . . . . . .- !-" -- - - "- .. ....- ! -- "- -
1 3 I llin o is . . . . . . . . . . . . . . . . . . . . . . . - - - - --- - -- . . . . . . . - - - - -- -- --
15 Indiana ...----------------- 1 2,569 21,889,848 839,208
16 Iowa -------------------- ----------............------------............
18 KaRsas ------------------ - 2 302 1.887,500 304.189
20 Kentucky --------------- 2 316 2,419,200 198,700
22 Louisiana --------------- 14 2,571 22. 79,200 2,129,304
23 M aine ------------------ - - - .... ------------
24 Maryland -------------- --- 21 5.108 39,507,400 4,397,273
25 Masq~aehuwett...----- ._ ---- - .........--------------------------
26 Michigan-----------
27 NInnesota._,___. - ------------ - -
28 .TIssissippi .. ' 2i6 1.741.741, 212.311
29 Mb.i.sourI 2 844 7,426,757 405.238
31 Montana --------------- -......... ------------
32 N e b rask a --- - --------- - I ...........-- -----------
•3.3 Nev a - ..------ - ---- - --- ----------------------- -..........
34 New Itanipu. _ _ .-- --- ---- - -
35 Noew Jersey - 6U- 1 9.826 70. 476.837 7. 326. r93
3 6 N e w M e %ic o - - - -- - - - -- I _.. ------
37 New York- 145 H.-477 306-399,024 4610.219
3S N orth C .rolina .. --- - I ------.47 ----,3 -9, 441 ..... ...
40 N orth 1), kota . - - . .... - I.---------- - ....... ...
41 Ohio --------------- _---- - 7 2 .6)2 18, 952, 482 2. 966. 963
42 O ki hom a ----- - ----- - ----------.------------ ------------
43 Oregon --- -- --- ----- --- ---------------- ------------ -----------
44 Pennsylv ni 1. ---.. - - -- .
45 Rhode Island ----------- - - . ..--- -
46 South C- rolina ---- - -- - ---------- - * -------------
47 South DI kot'ri .. ....... I _. -.___ - . __ I ------------ - ----... .
48 Teunessee --------------.----------.-------.--.------------ ------------

1944-45 1946

-= $12I-23

--------------------

-- -- - --

1947 1948 1949 19W5) 1951 1952 19&3

------------- 29,672 $155,317 $3.571I

- $121,240 289023 20 --------2 8 -

-I I ....----- -i.

------- --- --- --- F--17,3 . . . 4..... .....
1,4.8 ------------ ----970,162834-----000 -----

-- - 5= I i - . "i -------- ,- ...W - .-_- - - --

---------- ---------- .I ----------- . .12,311 -- ----------... .. .....

--- - - - - - - - _ - - - - - - -- - - - - -- - - - - I-- - - - - - - - - - - - --

------- - ----- ---- --------- ,- ...-.- .- - ----------

......... 1,6 1,61,547 10• .27,16 b 1 4. 1 4.1.2

......... ..... -----....... . 9. 438..60 101 .75 6 -------

1--i --- -------1--- -

0

---------- ----------
---------- I -------------------- -------------------- ----------



TABLE IV.-Summary of section 608 projects investigated on which total mortgage proceeds exceeded total costs---exc--ss mortgage proceeds
distributedby years--Continued

Number I Number
State of o units

projects of unts

Tex-s ---------------
Utah ---------------
Vermont ------------
Virginli -------------
Washington --------
West Virginia- ------
Wisconsin ----------
Wyoming -----------
Alaska --------------
Hawaii- ---------
Puerto Rico ---------
Canl Zone ---------
Virgin Islands ------

United St tes tot

6 1,242

33 4,884

-- - 437-- -- ---- 052-

IExcess of
Ttlmortg age 1rccl 1944-45 1941; 1 1947 IW4 1949 MA)u 1951 1952 1953I

1)rocec(1s over Vtat~l
costs

$6,738,520 $1,380.146----------- ---------- ---------- ---------- $185,520 $811,0521 U43S 574---------- ----------

----- -------- - ---- --- -- --- -- I- i '-- ------ - - -- - -- -
33,5g3.889 5,:N)9,457 $155.,00)---------- ---------- $437,448 922.331 3,693.978_ ----- ----------

-- -------------------- ------------------ - ------ ---- --- --- -

----- ------------ ----- ---------------------- ----------------I- -- ------------- --
------------ ------------- - - - -

1590,118,276 75,824,239 155. 700 $12.523 $.525.616 j2,166.3G9 18.774. 176 j20.203.515 1 17-,528$,4,3 3,113176

Code

49
52
53
54
56
57
5q
50
60
70
80
81
82

0

I



State

Alabama -------------
A rizona --------------
Arkansas ............
California ------------
Colorado -------------
Connecticut ........
Delaware ------------
District of Columbia.
Florida ..............
Georgia ..............
Idaho ----------------
Illinois ---------------
IndlE.na ..............
Iow a -----------------
Kansa ..............
Kentucky ------------
Louisiana ............
M aire ---------------
Maryland ............
Massachusetts -------
Michigan ............
Minnesota -----------
Mississippi ----------
M issouri -------------
Montana ...........
Nebraska•-----------
Nevada ..............
N ew Ham pshire . .....
New Jersey ----------
New Mexico ---------
New York -----------
North Carolina ------
N o rth D a k o ta - ----- -
O h io ----------------
Oklahoma -----------
Oregon --------------
Pennsylvania .-------

Code

01
02
03
04
05
06
07
08
09
10
12
13
15
16
18
20
22
23
24
25
26
27
28
29
31
32
33

34
35
36
37
38
40
41
42
43
44

TAtL; \E V.-IDisposition of section 608 projects in default

Commissioner-owned projects Mortgage notes assigned to Commissioner P'rojects sold at .May 31. 19.54

] I [ Comm• . . Commi.•- s i '
N' lZ ,u AJ ~ ... Conmim-, ' A. . onmis- m ' ,Net profitJ, Iuml- sioner.s Nu.;NUI- sfOner'rs •Nillni- , • or

her of hN ouf- Amount invest- invest- her Pf ni- Amount invest- inet • er .. SINm- Amount C (os 1 Toal (lors)pro.- ui h of ga emrt- mentat iberof of mort- ment at ifl...t- her xr of of mort- projects sales- (
t unts gag( date of inetat i ' Units gage date of eit at proj.- units gage sold priceet acquisi- M 31, et acquisi- M 31. e I

tion 1954 tion 1954

7 122 $719,100! $678.119 $697,066 1 96 $69•2.000 $676,329. $598.40.5: 2. 12& $750 900 •$37.433i $715,.-d5 ($21 658)
1 991 6711.500 691,086 706,370. 4 72 523.000 513.556 454,723-. . I ------ --------

11 194 1.511,0001 1,490,223 1,471,149 3! 44 310,000 284,017 286,699 4, 76; 568,000 :5,-914- 481,111 (86.803)
----- --- ------ ---------- .............. -....... 201 527 3,554,97 3,399, 76 3 ,00,463: 10j 208 1,5048221 1,419,9701 1,423,000- 3,030

------------------------------------------------

1-------- ---------- ---------- I----- .- - ................. ................. ----------. ---------- --..........-- -- 594 1,140 505 925, 2711 936,0001 10, 72
----- 24 1,140 7.968,300 7.87.5.249 8.072.970! 19' 1190 8,227,700 7,880,9631 7.87ý 361 3 48! 368.900 394,1 23 395,621 1,498

3 224 1,648,600' 1,597,502 1,518,7781 2! 308! 2,641,000 2,593,785 2.475,849 1 255, 000! 235,6271 2A03700 (31.927)
1 104 831,600 809,556 914,274 21 302! 2,473,700 2,419.068 2,457,174 ...... ...... .......... .......... .......... ......

----- ----- ------ -..... .... .... ........ -- ..... . 1 48 415,700 386,654 404,390 ------------- ---------- I ---------- ---------- ----------

1 118 899,600 881,815 857,681 41 200 1,681,944 1.555.643 1,510,749 3 57, 423,400- 414 0681 441,250 27,182

31 1,100 8,713,500 8,661,878 8,886984 9' 1,17910,327,200 9.96W,841 9,930,816, 1 28 199.900 215.1 200.45 (1.06
----- ~ ~ ~ ~ ~ ~ ~ ~ ~ ~~6 ------- ---------- -------- --------------------- ---------- ' 5 1791 810, 000; 879:706 865000 1(14.706)

....---- ..... -- , ---------- ---i---- I 1-226,894- 79 -015(4
.62,40 342,76 348.04 - 1 0000-------------- ------

4 383 2, 156,7400 2.105,611 2.033,676,. --- -------- ------------- ---------- --- -------------I-------------- -----

-------- --- ------ ------------------------ ------------------------- -------------------------

1-- 164-- 1,25.90 1,9,3 .9,8 I- - - - - - - - - - - - - - - - - - ------------ ----- ----------

----------- ------------------------ ------------

---------------- --- ------ ------ 2--- 24 -----. -----
1~~~~ ~ ~ ~ 2!4 1303 11.239! 1600 4,76712 2 3 --- -i--- ----- ---- - ----- --- --------- --

1 62 1,196,000 1,160,293 5,%8.046 477 4.503.7880,000 3,7646,45321.692,0159. 25421930' 17 ,8225 1,I 179, 00018.24 (643,2256)
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SECTION C. THE MILITARY HOUSING PROGRAM

Section 803 of tile National Housing Act, commonly known as the
Wl(rrv Act, relates to Government financing of multifamily resi-
dential units at military installations. Mortgages amounting to
$596.2 million on 236 projects containing 74,085 units have been
insured under this section of the act. It. is substantiallv like the
provisions of section 608 and was continued after the exjiirat ion of
section 609 to encourage still hadily needed rental Iiousiing for military
persomnel. This program differs from the section 608 program 1pri-
manlv in that a certificate is required from the military before the
FlIA'cai issue its mortgage coimmnitimnit. The military approves,
anld in many instances initially drafts, the plans and specifications for
these projects. TIh(- jurisdiction of FILA is limited largely to re-
viewing the judgment of the military before issuing its commitment.

Virtually all of the projects built under this prograin are on Govern-
mlelit-owned lahnnd n 1 i eased at nominal rentals unler long-term
leases. The early projects under this program were geiierally on a
mI(egotiated basis. The most recent projects have been awarded upon
competitive bidding, but we finld that the award has not. always gone
to the low bidder.

Most, of the abuses inherent in the section 608 program have also
been found in the military housing program. EIffective June 30.
1953, the Congress amended the act to require cost certification on
vomlpletiol of the project andl a reduction of tde mortgage by the
11mf1oii11t in excess of 100 percent of t he costs. One builder has testified
before us that, he did not, regard this provision, applicable to commit-
ments issle(l prior to June 30, 1953, anld that Ih, intehded to ''mortgage
out," on ai project, now either cons(rilcion. Of course, on completion
of the project, tie Commissioner (does not have to n("lorse the inortgage

v,'itlhout which the G(overnmllelnt guaranty is not effective) unless
satislicd that, there has been full conipliance with the statute.

SEcTrioNx D. LAAY:its APPj.eAlUIXG BEFORE: THE COMMITTEE :

Tihe conduct of some of the attorneys appearing before this comi-
mittee has not, been conducive to thai St andard of truth and justice
which the lawyers have a1l( must advocate. Specific reference is
made to the following:

Arthur A[. Chaite was formerly an attorney" for the Federal Housing
Administration. In recent years he represe-i ted the lan Woodlner
interests which were involved before tihe Federal Iousing Adminis-
tration in projects with almost, $50 million of mortgages. Chaite
was one of five former FtIA people employed by WVoodlner. lle
testified that Ile had received fees totaling $66,000 from the Woodner
interests. But an examination of canceled checks of t(he Wooduier Co.
disclosed canceled checks, either playable to the order of Chaite or

)layabvle to cash almd eldorsed by, Chaite, in amounts exceeding
$1.55,000. When confronted with 'these checks Chaite identified an
additional $10,000 of checks bearing his ,inlorseilnenl which he said
were reirill sellrselent for travel and other similar expenses and which
were not reflected on his books. lHe also identified! a check for $25,000
which lie Said was given to him as agent to l)urchase real estate for
Woodl ii.
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There remained, however, checks aggregating more than $50,000
which Chaito was unable to explain. Some of these checks were
payable to cash, but most of them named Chaite as the payee. As
to each check Chaite identified his signature as endorser of the check.
In most cases the check had been cashed at the bank and (eurrencv
delivered to the payee by the bank. Many of the checks were for
exactly $5,000 each.

Although identifying his signature on each check, Chaite said under
oath that lie had'no recollection of whether lie ever received the
proceeds of any of those checks, who had received the proceeds of
each of those checks, or the purposes for which any of the checks had
been issued. His books do not reflect his receipt of the 1)roceeds of
any of those checks.

Chaite had been employed at FHA during a period of time in
which Clyde L. Powell was Assistant Commissioner in charge of
projects such as those in which the Woodner interests were involved.
Powell's sometimes mysterious activities are discussed elsewhere in
this report. The records of the Wardman Park Hotel, where Powell
lived, show a number of telephone calls from Powell's apartment to
the home of Chaite, five of which were in 1953. When interrogated
about these calls Chaite stated under oath that he could not recall
whether Powell had ever telephoned him at his home or what any
such call might have been about. It may be that Chaite merely
has an extremely poor memory, but it does not appear that this lene-
ber of the bar contributed to this committee's search for truth and
justice. It seems reasonable to assume that Chaite must have known
more about that $50,000 than he was willing to tell this committee.

George I. Marcus, an attorney from Hackensack, N. J.. appeared
before this committee as attorney for Sidney Sarner, a builder.
Marcus approached the witness table with a I;itter denunciation of
this committee for revealing to the press testimony given by Sarner
in executive session. He belligerently attacked the committee for
newspaper articles written about his client. An examination of the
newspaper articles showed on their face that they referred wholly to a.
statement released to the press by the Administrator of the Housing
and Home Finance Agency, and that they did not refer to any infor-
mation emanating from this committee.

Marcus refused to permit, his client to testify unless he was first
permitted to make i statement.

The culmination of Marcus' attack on this committee came when
he accused the chairman of this committee of "shooting off his mouth"
about supposedly innocent builders. Following this tirade Marcus'
client, Sarner, took refuge behind the fifth amendment whln interro-
gated aboui the rental housing project of which he hadl been the
principal owner and with respect to which Nlarcus had been his
attorney and adviser from the i-weption. .Miarcus wa's. thet asked
questions about the executive session, to which he repeatedly rep'l)lie'(,
"I refuse to answer."

The committee later learned tho.t NIr.rcus was Iiins-,lf tIhe -q)lotmor
of several section 608 projects.

Daniel B. Malher, an attorncev in the District of Columbia, accom.-
panied Clyde L. Powell in his three appearances before this committee.
At the April'19, M. 54 hearing, the first question asked Powell was,
"How long have you been with the FHA?" He refused to answer the
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question on the constitutional privilege against self-incrimination of
the fifth amendment. The chairman then said:
The witness does not have to answer unless he cares lo. We certainly are not
going to force you to do so. I will say this, that we were hopeful that you would
be able to assist us * * *.

No further questions were asked of Powell and no criticism of his
failure to testify was made.

On leaving the hearing room Maher relea, sed to the press a state-
ment, apparently prepared in advance of his appearance, that was in
part as follows:

Mr. Powell has been further advised [presuinably by Maher] that the only
legal basis upon which the Holises of Congress may exert investigatory power is
in the aid of the legislative function. That further, this power has been shame-
fully abused, and is now being abused, by certain congressional committees. lie
has been further told that congressional committees, instead of confining them-
selves to their proper function, have in effect constituted themselves as the
grand inquest of the Nation, acting as informers, witnesses, prosecutors, judges,
and juries; all of this under the guise of exercising a legislative function.

Mr. Powell has been further advised that, in certain instances of unrestrained
congressional inquiry, the reputations of honorable men-have been destroyed;
and that such men are without. any legal redress whatsoever because of the
absolute privileges of inmniunit%. from suit for slander which attaches to Members
of Congress and witnesses before congressional committees, lie has been further
advised that to one like himself, who values his reputation, the injury from
slanderous statements and unjust accusations, to which one appearing before a
congressional committee is subjected, is immeasurably more disastrous than any
punishment available to the Government when imposed by a court.

Mr. Powell has been further advised that the only right. which he ma. success-
fully invoke before this committee is tile right to refuse to testify against himself.
That being his only recourse, he has been advised to invoke it.

Protestations about Powell's innocence and his reputation should
be read in the light of the disclosures about his conduct recited under
"Integrity of FHA employees."

On June 29, 19.54, Powell again appeared before the committee
accompanied by Maher. He was asked to explain the plocedures
for FHA commitments under section 608; he was asked whether he
had intervened in certain specific projects for the benefit of certain
named builders; and he was asked about his alleged criminal record.
As to each question he refused to answer under the fifth amendment.
The chairman then put. into the record a report by the Federal Bureau
of Investigation on Powell's arrest record. Powell similarly declined
to answer questions with respect to that FBI report.

At the conclusion of that hearing Maher said:
That on the occasion I originally appeared before this committee, and again

today, may I state this in simple candor to each member of the committee, that
I have appeared before m'any congressional committees, and never have I been
treated with greater courtesy than I have before the Iiauikinig and Currency
Committee.

Nevertheless, on July 14, 1954, Maher filed a petition with the,
Secretary of the Senate asking that. Congress--
expel such members who have violated their oaths * * * by commimitting the
acts heretofore set forth above.

The acts therein set forth included detailed reference to disclosure
of the FBI arrest record of Powell. The petition, signed by Maher
and not by Powell, contained an affidavit by Maher that he merely
"verily believed the statements therein to be true." The petition
therefore cannot be said to be a sworn petition. The petition denied
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many allegations in the FBI arrest record of Powell, but with every
opportunity to do so Powell has refused to challenge ,ulider oath any
statement in the FBI record.

It has been common practice for generations to include in the record
of congressional hearings reports such as an FB[ record. For manyI)trlposes such governmental rel)orts are even ctonsidIeredl l)y courts of
aw where the rules of evidence are more severe than before congres-

sional committees. Yet, MIaher's petition diccused members of this
committee of violating their oaths, in the conduct of the committee's
investigation with respect, to 1Powell, and specifically asked that
members, 1)resumably meaning the chairman, be exl)elled from the
Senate for including in this recor(l that FBI report on Powell; although
Powell has not contradicted or disputed its statements.

Samuel E. Neel is general counsel of the Mortgage Bankers Associa-
tion. 'This association includes among its members a large portion
of the Nation's mortgage bankers who finance residential construction.
During the course of its investigation of section 608 projects, on
June 17, 1954, the Federal Housing Administration sent, a question-
uaire to each sponsor of such a project asking detailed infort•iiiiotn
about the project, particularly the actual costs of construction.

On June 24, 1954, Neel sent a memoran(dum to every meml)er of the
Mortgage Bankers Association the obvious purpose of which was to
suggest that the recil)ients of that questionnaire refuse to furnish the
Government with information as to the cost of his Government-
financed l)roject. Attached to Neel's menmorandum was a letter
which he said one member of that association had( transmnitte(l to
FHA, refusing to answer the FlA questionnaire. And Neel sug-
gested that others might care to follow a similar course. He has
a(dnitted also being one of the authors of that letter. T'lhe niemoran-
duim and the accompanying letter are printed in the hearings of the
investigation at page 3498.

Neel testified before the committee that neither the association nor
aiiv officer of the asso(iat ion hld asked him to advise the lnenvilership
whether they should, or were required to, answer the FIHA question-
naire.

It is understandal)le how a lawyer, when asked for advice by his
client, might. reath the conclusion' that it was in tlhe best interests of
that client not to furnish the Government with information it. ha(d
requested. In this'case, however, an attorne"v for a trade association
of mortgage bankers, only one of whose members had presImal~ly
consulted the lawyer, suggested to the entire menllmershilp that they%
refuse to advise their Government how they hail disl)ursedl the Govern-
ment-guaranteed funds that they had received. The result effeeted
1)y that advice mayv be inlicated 1w)v the fact that more than 3 mont1h1s
later onil * one-thild of those to wh1om the quesltiotilaires was sent hald
answere(l.

,Abralm. iraub is it lawer in Brooklyn, X.Y. Be represen ted a
sul)stantial number of sponsors of section 608 p)rojet'ls. The ,'11 A-
guaranleed mnorl,,t,, gagS o these projects e,-eee(le( $1(06 million. 1It a
period of 6 years 'lI'2Il+) drew checks oil his law firut to lhe order of
cash in a total amount exceedinig 81 million. In 1 Year he chi:trge-d
$80,000 oit the law firm income-tax ret\ urn 1 s i luIusiness exletise i-ttuler
the heading, "'Iis.ellaineo's ('lienlts ex(leses." M Iost of those items
wVre Iepreseinled II Y (Ilhecks (Irawnil to cvslh. The bolkkeeper for his
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firm testified that Traub frequently asked her to draw checks to cash
in substantial amounts. The recorMl showed these amounts were fre-
quently $5,000, $10,000, $20,000, and even larger amounts. Checks,
payabfe to the orler of cash, would be signed by Traub and a. clerk
would be sent to the bank to obtain the currency. Tie bookkeeper
testified that sometimes Trmaub told her the purpose for which the
check was to be drawn, but on other occasions he would not so advise
her, and in these instances she merely charged the disbursement to
overhead.

Traiub also testified that he had borrowed a large sum of money,
principally in cash, from a money lender now deceased. He testified
that, many of these cash payments were in repayment of that, loan
to the now deceased money lender. When it was shown that. there
were frequently two large (cash IpayIients in the same day, he replied
that sometimes the nmonevy lender would come in in the morning for o.
paymelit and then collie brack again in tihte afternoon for another piay-
unleut.

Apart from such of these stums as were allegedly paid to this money
lender, anl which TraIib couhl not idventifv from the mass of (ash pay-
mnemits, 'raulb could not explain the nature, purpose, or recipient of
anyr of those cash payments. The volume of the cash payments in
relation to the total income of Traub andml the total fees of his law firm
was such that they were in no sense an illsignfii(cant factor. It is
diffieillt, to say the least, to understand his inability---or refusal-to
explain these transactions.

Gkorgle 7'. (Grace is a lawyer practicing in New York City. He
practiced with his brothers, 'rhonms, Patrick, afnd William uniter the
firm name of Grace & Grace. In 1935 'Thomas Grace was appointed
FIIA New York State director, a position ite continued to 11ohl until
1952. Yet after his appointment to that full-time Goverinent job his

amle still appeared oil thle stationery and oi1 the door of the law firm
of (irace & Grace.

Gleorge (Grace testified to receiving $291.,000 iin fees for haidlintg
some(5 64 projects at FIIA. anl to an atl(litional .4100,000 il ot her
income c+onnectedl within FIIA matters. li, also testifiedl that durimw
tihte period ill which he received that money he paid 8,46.700 to his
b)rothei Thomas. Iii 2 years. whiil Thomas was State director , the
trot hers filed a pIrtneni'sllip return slmowilig Iim it as all eqiuail partier in
tle firm 1111di (listribltii Iing to him in each year $al. 9,(00 of pamrtnershlip
profits.

( Ieorge Girace kept at least two differentt sets of records. (,'.i cl of
which was iuleoul)lIete. Mlany fees received bY (heor..re were never
(lep(ositedl in the firm bank a(ll,(,ilt. never appenn' r l on ihe firm
books, and wvere (h(posit ((I only ill one of his 1),rsonal cheking
acconilts. Oi other occaIsiolns tIt,, fee was (hdepsite(d in his pers(onIal
ac(.'oiltt anli at a sul)se(plenjt dat'v t1l kln ilto the firm 's a4Ic(ount cililJmr
in whole or ill part. 'l'l( recor(I dloes not invite that citlier George
or 'lhomas Gr(ace testified fully or ('omllhelyIV with re('sp)'ct • their
m1ayIV financla I dealings in FlII. matters.

API/r'liall 1)i;t.., a lawyer practicing il Vashing.,ton. 1). C.. testified
hat. several clients were 1)romght I to hium H) RiehmrI Nlt 'orinac-k

(miot at lawyer) in connection withi rental hliolsiIu lP(,I .,ects i111cli sVc-
tion 80: of'lhe Iloisi1mg, Ackt. I)i•'trs t(St iii(I tha li1. di.. iN t kin iv w tlt
reli'-estlali(ms .\lc(.olrilmm tk Im i ma i c t, t Inf ) ( f ,o, plr(O lcc•iv' eclieinits to
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obtain their representation. Each client was charged $5,000 for work
presumably in connection with obtaining an FHA commitment. Diggs
paid half of the fees to McCormack (although McCormack denied
receiving the money as fees and claimed the payments were loans,
presumably because he had failed to include them in his income-tax
returns). None of these clients ever received an FHA commitment
on any matter on which Diggs worked.

The presence of counsel at a congressional hearing is to advise the
witness of his rights and privileges. It is not that the lawyer may
testify for his client or seek to change the course of the congressional
inquiry. On occasions lawyers representing witnesses before the com-
mittee have sought to do so. In one instance the lawyer sought to
answer many of the questions asked his client. Once when he was
advised that it. was the answer of his client that was desired, he turned
to the client and said, "Tell him * * *." The client replied, "I
can't say that."

The transcript reveals 1,386 lines of questions asked this witness
and 282 lines of statements by the attorney that were not asked for
or required.

The attorney was not under oath and did not have personal
knowledge of the facts, but he consistently insisted on answering
questions for his client, -which his client, who was sitting next to
him, necessarily was in a better position to answer of his own personal
knowledge.

We do not otherwise identify this lawyer for it is clear that lie
paitiicipated in no personal wrongdoing and intended nothing im-
proper. However, his conduct did necessarily iml)edee the search for
truth nond justice by this committee and could well have caused
memb,:'s of this committee, or its staff to lose either their patience
or their equilibrium.

SECTION E. Tim, COxDvCT O, Tiurs INQUIRY

[I has been the purpose of this committee to conduct an impartial,
thorough, an'd searching inquiry of the administration of the National
Housing Act, but with full respect for the rights and privileges of
everV witness appearing before the committee. A set of rules for the
conduct of the inquiry was adopted by the committee and adhered to
with respect to every witness. These rules of procedure are:

Resolved h% the Committee on Banking and Currency of the United States
Senate that tlhe following rules governing the procedure of the committee are here-
by adopted:

1. A sul)committee of the committee may be authorized only by the action
of a majority of the full committee.

2. Unless the committee otherwise provides, one member shall constitute
a quorum for the receipt of evidence, the swearing of witnesses, and the
taking of testimony, and the chairman of the commit tee or subcontillttee
may issue subpenas.

3. No investigation shall be initiated miless the Senate or the full com-
mitiee has specifically authorized such investigation.

4. No hearing of thi committee or a subcommittee shall he scheduled out-
side of Ohte District of Columbia except by the majority vote of the coim-
mittee or subcommittee.

5. No confidential testimony taken or confidential material presented at
an executive hearing of the committee or a subcommittee or any report of
the proceeding,; of such at) executive hearing shall be made public, either in
whole or in part. or by way of summary, unless authorized by the committee
or subcommittee.
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6. Any wit ness subpenaed to a public or executive hearing may be accom-
panied by counsel of his own choosing who shall be permitted, while the wit-
ness is testifying, to advise him of his legal rights.

7. If the committee or a subcommittee is unable to meet because of the
failure or inability of its chairman to call a meeting, or for any other reason,
the next. senior majority member of the committee or the subcommittee, who
is able to act, shall call a meeting of the committee or the subcommittee
within 15 days after the receipt by the Secretary of the Senate of a written
request, stating tle purpose of stch a meeting, from a majority of the mem-
bers of the commit tee or the stibcommittee.

8. Committee or subcommittee interrogation of witnesses shall be con-
ducted only by members and staff personnel authorized by the chairman of
tie committee or subcommittee concerned.

In the course of our hearings 9 witnesses, 3 of them former FHA
officials, availed themselves of tthe constitutional privilege against self-
incrimination. On each occasion. the witness was advised that it was
his privilege to decline to answer questions that might tend to in-
criminate him. No witness was urged to testify when lie expressed
the opinion that by doing so he might thereby incriminate himself.

IW hile wholly respecting this constitutional ')rivilege, the committee
was nevertheless deeply disappointed when a Government official, who
for almost 20 years had administered a housing program involving more
than $8 billion of Government commitments, claimed the privilege of
self-incrimination against all questions asked of him. Those questions
which related specifically to his official conduct as Assistant FHA
Commissioner. We do not question his legal or even his moral right
to have done so; we merely express keen disappointment at a former
high Government official having done so. Those who exercise a public
trust, particularly over a long period of years and with respect to
such large sums of nmioney, owe the people who have been their em-
plover an accounting of their conduct.

There was also testimony before this committee of 16 former FHA
officials receiving money or property under circumstances shown by
the testimony to appear to be in violation of the conflicts of interest
laws and the corresponding regulations of FIIA.

We are grateful for the coop)eration received from the executive
depart menls concerned with this inquiry, particularly the Federal
Housing Administration, Housing and Home Finance Agency, Inter-
intl Revenue S,.:'vice, and the Department of Justice; and to the
General Accounting Office and the Federal Trade Commission for the
valuable staff assistance they made available to the committee.



PART VIII. SPECIFIC CASES ILLUSTRATIVE OF THIS
INQUIRY

Throughout the discussion in this report we have frequently re-
ferred to particular cases as illustrative of specific practices. The
Glen Oaks case, the largest single windfall in a section 608 project,
and the Levitt brothers (Levittown, N. Y.) case, the largest single
windfall in a section 603 project, have been referred to in the income-
tax discussion.

Iln the paragraphs that follow, there are discussed specific aspects
of pertinent cases that have not heretofore been considered, although
the projects may have been discussed in other parts of the report.

SECTION A. IAN- WOODNER PROPERTIES

Ian Woodner is an architect who utilized section 608 of the Housing
Act to become a millionaire in the postwar period with apparent dis-
regard of the statutory anId regulatory limitations governing such
projects. Woodner testified that at the en(l of World War I1 he was
worth between $20,000 and $40,000. In the succeeding 5 years he
built approximately $50 million worth of real-estate projects financed
wholly by FLIA. lie used a multiplicity of corporations to achieve
this purpose an(l pyramided his finances by moving assets from one
corporation to another like checkers on a. checkerboard.

Shipley Park Corp. was his top holding company. However, it
never assumed the obligation of any FHA mortgage. This liability
wias undlertael(l only by suhsi(iary corporations. At one timeWoodner had :5 such subsidiary Corporations, in 22 of which the only

capital stock (,\ ur issued was in the amount of $1,000. In 7 others the
common stock was $1,000. The total capital stock in the $10 million
Woodhier "hotel" project ill Washington was only '3.000. WVoo(lner
frequently ut ilized the (device of purchasing land iil his own name with
fulnd of the co0rporation, then leasing the land to a subsidiary com-
pany which obtained ni FHIA-inlsl'c(rloilgage on the leasehold,
while he obtained a mortgage on tile lald for ati amount. in excess of
its cost.

Woodner built 24 section 608 projevs in which the total mnort(,a,,e
rl)ceeds (includling the l)rocee(es of niortgaiges on the h1nd in leasehold1

cases) were $42 million amid the total costs of the p)ro)p)erties aS shown
1b his books (including the (ost of the land in each case) were S.'680,000
less thlan the mortgage l)roceeds. A cursory examination of his 1)01(s,
reveals Iunj'ndreds of thousands of dollarss ol items improperly charged
as costs. The true costs are no doubt several million dollars less than
those shown oi his ')oolks.

An examination of Woodn.r's accounts disclosed many checks
issued to cash1, auld for winch currency was obtailu'd at the bank, but
which Woodner could nlot explain. As noted elsewhere in tlihis report
more than $50,000 in checks to an ex-FILA employee, Arthur MI.
Chaitte, were issued l]) the W\ooduer Co. M lost of t he(Se checks were
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to the order of cash and for round sums such as $5,000. Chaite's
endorsement appears on each check and the bank's stamps indicate
that someone received currency in that amount. Neither Woodner
nor Chaite could recall who received those funds or for what purpose
they were disbursed.

Woodner retained no less than five former FHA employees. Many
trails lead from Woodner to Powell, but the testing iy discloses no
funds actually paid to Powell by Woodner.

The extent to which Woodner juggled funds is illustrated by the
financial statements accompanying his applications for 1HA-insured
mortgages. In most of these applications Woodner's wife, brother,
and sister were listed as cosponsors. None of them had any sub-
stantial assets but it was apparently necessary that their financialstatements indicate to FHA that they were iiianciall responsible

people. Ihnmediately prior to the dates of those financial statements
Woodner would withdraw large sums of cash from the corporate bank
accounts and cause theml to be deposited in his own account and in
those of his wife, brother, and sister. These bank deposits would then
be shown as assets in their financial statements.

Woodner was asked if these smp.s were gifts, loans, or payments,
but lie consistently refused to answer. His difficulty seemed to be
that he could not call them payments for services or dividend dis-
tributions because none of the funds were reflected in the recipient's
income-tax returns; and he could not call them loans because the
alleged financial statements disclosed no corresponding liabilities.
These funds then belonged to the corporation which at the time had
many unpaid bills. Subsequently the funds were returned to the
corporation. Woodner's applications to FHA for mortgage comnmit-
ments were not any more accurate than his financial statements.

At the request, of this committee, General Accounting Office audi-
tors examined the books of the Woodner "hotel" project in Washing-
ton, D. C. These auditors found disbursements of $285,000 for
which the supporting data were missing from the files. Those dis-
bursements included: $87,000 in fees for detective work in connection
with Woodner's divorce case; a total of about $50,000 to several law
firms for legal services in connection with his marital problems; and
$30,000 for alleged services by a former Memnber of Congress in con-
nection with a project that did not exist anid if ever contemplated
never attained any stage of actual materiality. Many of the items
included in those dtisbursements could not be identified by Woodner.
One small item of $500 was for a watch "they" bought for Woodner.

The General Accounting Office's accountants found millions of
dollars of transactions never reflected on Woodner's books. Journal
entries transferring several million dollars in accounts were made in
New York by the firm's auditors, Marshall Granger & Co., but, never
reflected on the Woodner books. One of these journal entries gave
Woodner personally a credit, of $281,184 for the return of an "advance"
which in fact had lbeen a(lvanced lby the corporation. Other entries
inclu(led giving Woodner credit twice for the return of an advance of
$117,000 which he presumably had once made.

Since the end of the war the corporations had issued checks payable
to Woodner in amounts totaling $1.4 million. But his stilarv was
only $60,000 in that entire period, his profit and loss account showed
a loss of $38,000, and no dividen(ds were paid by the corporation.
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The corporation also paid personal bills of Woodner in amounts
totaling $342,716. Journal entries, most of which were reflected
only in the auditors' papers in New York and not on the books of
the corporation, transferred more than $2.3 million between Woodner
and the corporation. finally, these entries gave Woodner credit
for alleged expenditures of large sums of money for such p)urposes
as "promotion.' They did not reveal, and Woodner claimed not to
remember, who promoted what.

When the section 608 program expired, Woodner moved over to
military housing under section 803 of the act. He obtained commit-
inents of $6.4 million for a rental housing project at Chanute Air
Field, near Rantoul, Ill. Woodner's sponsoring corporations entered
into contracts with Woodner's construction company for the con-
struction of those buildings. The construction contracts required the
construction company to compl)lete the buildings for the contract
price.

It was custoniarv for Fl-IA to require a, completion bmnd to insure
the completion of such projects. On December 14, 1950. Niax
Woodner wrote the MtA director at Springfield, IMI., asking that Ile
1)e perlnitted to give his personal performance 1ond(. The letter
concluded:

After reconsideration, if you still feel that my financial status is iiot sufficiently
clear to werit the acceptance of ani indemnity agreements executed by myself, I
would like to suggest that you forward the matter to Mr. Clyde Powell. Assistant
('ommissioner for Rental Housing of the Federal Housing AWmiisiiratioti. asking
for assistance in reaclhine; at decision sattisfactorty to hoth you and myself.

Max was the brother of Woodner and a $75-a-week eniployee of
Woodner's company. Lie had no assets except such as Woodner
would from time to tiillie place in his naIie for the purpose of making
alleged financial statements.

On January 8, 1951, Powell overruled the local State director.
Powell held MaIx inadequate as an indlemnitor, b)ut directed that the
indeminity agreement be approved if Jan Woodner and his sister
Beverly became additional guarantors. The assets of all the Wood-
ners consisted largely of the assets in the construction coipaiay
whose obligation to construct the buildings they were now guaran-
teeing.

Before the project. was coml)leted the separate corporations that
Woodner had ervateed for that p)urlpose ran out of funds. Woodner
urged the Air Force to, loan him money to complete tle projects ',
saying that if they ((id not do so there would be a 2-year delay it
construction resulting from the necessity of an FIIA foreclosure of the
property. The Air Force then loaned the Woodner conapany $61 5,000
with which to finish the project. Shortly after the p1)oject was
finished that loan went into default. The Air Force has since taken
over possession of the property and suit is now pending to recover the
loan. Had Powell not waived the requirement. for a proper indemnity
bond this default would not have occurred. We have serious doubts
of the authority of the Air Force to have made that loan and certainly
Woodner's construction company should not have been relieved of
its liability to perforni its contract.

When the Chianute property became involved in financial difficult ivs
the remaining available funds were placed in an escrow fpr pita yient.
of debts of the project. The General Accounting Office's examit inat ion
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of the Woodner books discloses four invoices approved by Woodner
for payment, which were paid out of the escrow funds, and the pro-
ceeds %thereupon returned to Woodner by the recipients. These 4
invoices were by his accountant, his insurance man, and 2 of his
lawyers. The funds apparently thus siphoned out were approxi-
inately $35,000.

This committee did not get from Woodner all the facts with respect
to the Woodner projects. The testimony (toes, however, show that.
many irregularities occurred.

SECTION B. SI1RILEY-DITKE APARTMENTS

The Shirley-Duke project in Arlington, Va., includes 2,113 n"eintal
units in 200 buildings. The project was one of the more fantastic
frauds perpetrated un(ler the section 608 program. Six corporations
were involved. Each had a capital stock of $1,000. Don A. Loftus,
who made fabulous profits in other section 608 projects, appears to
have been the guiding genius in this project but it was deniedd that he
had any filluacial interest ill the project.

The principal sponsors were Herman W. Hutman, Earl J. Preston,
and Byron, Gordon, Jr. Each placed himself onl the payroll of olne
or more of the corporations ati salaries of $20,000 each per year from
the time tlhe corporation was created. The only capital of the six
corporations was $6,000. We find no indication that anvoiie other
than Investors Diversified Services ever advanced any finds or fur-
nished any additional capital for the construction of the project.

FHA estimated the cost of the project, at approximately $15.3
million amld insured a mortgage for $13.8 million. The actual cost
was approximately $11.7 million, inclu(ling a fee of almost $1 million
to IDS for financing the project (in addition to interest l)aid to it on
the funds from time to time loaned). In advance of filing the FHA
application, IDS a(lvancetd $5,000 for all option on the land and it
subsequently furnished the remaining funds necessary to llurchase the
land. This land was acquired for the sole purpose( of constructing
this FHA project.

The contract between these sponsor corporations and IDS was
never disclosed to FHA. Contrary to FHA regulations and the re-
quirements of the act of Congress, that contract showed that the
parties would build the project. for substantially less than the l)roceeds
of the FHA mortgage and that IDS would furnish all the funds
necessary to finance the construction.

The sponsors were repaid their $6,000 investment in a matter of
weeks out of their salaries at. the rate of $60,000 a year. On comple-
tion of the project, there was (listrih)uted to the sponsors dividends
of $2.2 million on that stock for which they paid $6,000. That dis-
tribution, in addition to the fees paid IDS, was part of the mortgage
proceeds over and above the total costsof the project, including th;,
land and interest onl the funds advanced during construction.

We have referred elsewhere in this report to the false statements in
the application, the impropriety of the IDS contract, the extent tc
which FHA approved inflated rentals resulting from an appraise
almost 50 percent above actual costs, and finally, that FHA granted
a rental increase after completion of the project. That rental increase
was specifically approved by Powell.
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SECTION C. PARKCHESTEIt-KAPELOW

Paul Kapelow and Louis Leader, brothers-in-law, entered the con-
struction business in Memphis following World War II. In 1948 they
migrated to New Orleans to climb aboard the section 608 bandwagon.
Their entry into the field was financed by E. H. Crunp & Sons of
Memphis, Tenn., who supplied some of the money to purchase the
land for their Parkehester development in New Orleans and who were
paid $300,000 for their assistance in the financing of that project.
This financial assistance was undertaken through a corporation
expressly organized for that purpose under the name of Mississippi
Valley Mortgage Co. with capital stock of $11,00(t. The Kapelow
group subsequently bought that stock from the Crumnp group for
$383,000, under circumstances giving the sellers a 'ong-term capital

* gain.
The Parkchester property, as noted elsewhere in this report, re-

ceived an FHA insured mortgage of $10.8 million. Construction
costs were somewhere between $1.7 million (the sponsors' fioute) anid
$3.5 million (the FHA figure) below the mortgage p)roceeds. After
siphoning out the excess mortgage proceeds, the Kapelow group sold
this $10.8 million prol)erty for $5,000 (subject to the mortgage) under
a contract calling for additional payments over a period of time of
$110,000.

After collecting rentals of almost $1 million that buyer defaulted
on. the mortgage aind the property is now being foreclosed. In their
comllputat ions of costs the sponsors charged as "overhead" costs against
this property apl)roximately $700,000, including such items as enter-
tainnent, travel expense in very substantial figures, and salaries to
themselves.

The Kapelow group also sponsored other section 608 projects, in-
cluding the Claiborne Towers project in New Orleans, a project in
Natchez, NMiss., in which their books show a windfall of $212,000, and
a project in St. LUouis in which their books reflect, costs in excess of
the mortgage commitment. In the 4-year period following their re-
moval to New Orleans anti their entry into the FHA program, the
financial statements of Kapelow and I:eader show an appreciation in
their assets from $600,000 to $7 million. This was ap)p)arently achieved
in such a manner that neither they nor the corl)orations paid in,'ome
taxes on their gaimts. No (lividlenlds were paid oin the stock of their(onstrct ion company, Shell)y Construction Co., which owner l the
stock interesis in the affiliated corporations, and the salaries of Kape-
low and leader were very modest. Yet in that 1948 to 1952 period
they found funds to buy out a third partner for $315,000 (whose
original investment ha(d been $10,000), for Kapelow to luild.ii $354,
000 home (actual cost to the construction company which built the
home and charged it to Kapelow oil its books), amid to make invest-
ments in other projects achieving them very substantial profits (in-
cludinmg a shopping center in the iarkle hster (evelopment which they"
still own).
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SECTION D. FARRAGUT GARDENS-KAVY-HIRSCH

Farragut Gardens is a rental housing project of 2,496 units located
in Brooklyn, N. Y. A great (teal of mystery surrounds this project.
The committee has never been able to learn' all the facts about the
matter. Morris Kavy was the principal promoter of the project.
He was involved in an automobile accident shortly after the investi-
gation began and the committee was advised by doctors that he
would be unable to appear as a witness. Nathan Neitlich and Louis
Failkoff were the auditors who presumably were acquainted with
all of the costs of the project charged on the books of the project.
The committee was advised by doctors that neither auditor was
physically able to appear at public hearings. Abraham Traub was
the attorney for these sponsors. As previously noted in this report,
Traub was unable to identify the many transactions involving cash
shown on his books to have exceeded a million dollars over a period of
6 years. A number of those currency transactions which Traub could
neither explain nor identify related to this project.

Alexander P. Hirsch, henry Hirsch, and Louis Benedict were
associated with Kavy in this project. Each owned one-fourth of the
stock of Nostrand Realty Corp. Nostrand purchased property in
Brooklyn, on part of which this project was built, for a total of $1.6
million. Subsequently they so8l a part of the tract to the city of
New York for $440,000 and another part to private buyers for
$285,000. Their cost of the remaining portion of the tract, on which
this project was built, was $875,000. Nostrand created five corpo.
rations, each bearing the name Farragut Gardens, which received
commitments from FHA for the projects described as Farragut
Gardens No. 1 through 5. The FHA commitments were for $21.9
million. These commitments were for buildings to be built on lease-
holds owned by the five Farragut Gardens corporations. In con-
nection with its mortgage commitment FHA valued the land, still
owned by Nostrand, at $1.9 million. This valuation permitted the
sponsors to obtain a conventional mortgage on the land of $1,732,400.

The 5 Farragut corporations then entered into construction con-
tracts with 5 corporations named, respectively, Reston Corp. Nos. 1
through 5. Each Reston corporation built 1 of the Farragut
buildings at cost plus a fee of $40,000. The mortgage proceeds
exceeded total construction costs by $3.6 million. The cost of the
land was the only investment made by the sponsors other than the
capital stock in the five Reston corporations. (The capital stock of the
five Farragut corporations was paid for by Nostrand.) The capital
stock in each of the Farrazut and Reston corporations was $1,000.

After the return of their entire investment in the land, the pro-
moters had a "profit" of about $700,000 from the proceeds of the
mortgage covering the' land. This money remains undistributed by
Nostrand. They also have a "profit" of $200,000 in the five Reston
corporations which also remains undistributed. They were prompt,
however, to distribute to themselves $3.2 million fromn the Farragut
corporations out of the excess mortgage funds after the payment of
all their costs for the project. Presumably, this prompt distribution

54408-54-'7
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resulted from the fact that the Farragut corporations alone were liable
on the FHA insured mortgage debt.

FHA estimated the cost of theproject at $24 million. George. M.
Halk, an appraiser for the Dry Dock Savings Bank, which owns 3
of the 5 mortgages, testified that the bank's appraisal of construction
costs was $15.4 million. The sponsors claimed that the actual costs
were $18.1 million but this committee has never been able to verify
those costs. The FHA estimate was 50 percent in excess of the bank's
estimate of costs and 33 percent in excess of the sponsors' claimed
actual costs.

A committee staff employee with considerable building inspection
experience testified, after an examination of the project, that lie
doubted if the project would last, the life of the mortgage. There
was considerable evidence of poor and shoddy construction. The
only principal from whom the committee was able to receive any
testimony was Alexander P. Hirsch who knew almost nothing abotit
the project except to concede that the total "windfall" exceeded $4
million and that an excess of $3 million had actually been distributed
to himself and his partners.

SECTION E. PAoE MANOR-MUSS, WINSTON, HT AL.

The Page Manor housing project was among the first constructed
under the sectioA 803 military housing program. The enterprise
was passed from hand to hand and proved profitable for ever one
involved. The project was apparently conceived by two enterprising
Washingtonians, William Ready, a former Army colonel, and Thurry
Casey. They "brought" the idea for this housing project in Dayton,
Ohio to Link Cowan, a Shawnee, Okla. builder.

Cowan agreed to pay Ready 5 percent of the net profits on any con-
struction project they might build. Ready, in turn, made a private
deal with Casey. An option was taken on land adjacent to Wright
Field in Dayton which was exercised when it appeared that the project
might be completed.

Cowan applied to FHA for a commitment which was issued to him
on December 8, 1950, covering insured mortgages of about $15 million.
The project was to be built in four sections. There was a separate
commitment for each section. These commitments were based on
plans and specifications which Cowan had filed with FHA. After

ling the applications but prior to the issuance of the FHA commit-
ment, Cowan felt the need to associate himself with others who could
assist in financiiig the project. He then took in as partners Clint
Murchison, Jr. and John D. Murchison of Dallas, Tex. Cowan
testified that his reason for bringing in the Murchison brothers was
that-
I had limits on my finances * * * I certainly did not know anything about
housing, and in order to be able to carry on with the deal, it was necessary that
I get a partner.

Subsequently Cowan and Murchison, "analyzed the whole situa-
tion; we figured we had a bad job and it woufd be impossible to go
ahead with the thing," and Murchison suggested they bring in David
Muss whom he had met in San Antonio.

Muss proved much more astute than Cowan or Murchison in pro-
moting an FHA rental housing project. He formed Airway ConstrUe-
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tion Co. in which Cowan, the Murchison brothers, Muss, and Norman
K. Winston (New York associate of Muss) each owned a one-fourth
interest. The land which Cowan had bought for $65,000 was then
sold to Airway for $165,000 (at least part of the increment was to re-
imburse Cowan for his expenses.)

Muss decided to "revamp" the entire picture. He filed amended
applications with FHA and increased all of Cowan's estimated costs.
He oven increased the estimate for the land. Cowan testified con-
corning the plans which FHA had already approved for his $15 million
project, "that after learning what I have learned abdut rental housing,
our plans weren't any good and in a sense they were impractical."
Muss' revised plans estimated the costs at more than $2 million above
the estimated costs presented by Cowan and FHtA issued an amended
commitment to insure mortgages in the total amount of $17.3 million.
Actual costs turned out to ho very close to the original Cowan esti-
mates.

In spite of the substantial increase in the commitments the plans
prepared by Aluss called for less expensive buildings. The Cowan
plans were for a brick luildliii , vablod roof, witile the Muss plans
wore for a stucco builkC' rt a ftlat roo--'ofheho savings accruing from
these chliaiges Wei- cast, in part oifset, howe1, rby the larger rooms
provided for in . M1.Iuss plans.

The increa ( estimate iii ostsi Muss a hi tions raised the
architect's es by ap Ax tel25 1) nt, incr('ase legal expenses
!)y 200 p( centier. th c ,of utilitis by 50 per pnt, and even
increase the estinasd cos of la idscap by 50 per, it. In fact
the arc itect's fed actually aid a.J.v e thax,.ane-third f'Cowan's
original estimate anfdonty- rii 2 cent of t-- Muss esti ate. To
a loss extent, this was a iv o 0 ith ih sult that
wih lie project was ooi ted Ihere as ot oni no invest ment by
the ;, nsors, btp.le'ow 08o _0_ ortgag fundsav ilable for
distri ution to the gh r l |• to-.lrt ' s, h ~no ier then orrowe(1
from he corporation at roxiina y v -fourth v:,1 amou Muss
testifi d that th4p mon. ws as dt lnrather an asa
(ivido d becaus awo -avo beelabo iiti oi vision from io courts,
the Ta. Court, ikzasos like)G or n a.

Muss Iso introduced a mWulti icity f corprotions to ie project.
Ti cons action was by-Arway onst action o. The roject itself.
was owne y 4 corpoitions know as P] anor,.sect' ns 1 through
4, respective Each o-those_. rpora ns was in urn owned by
Page Manor anagement Co., loso capital stock $800. Each of
the sponsors put $200 for his one.fourth inter n that corporation.

Cowan subsequent settled his "6 perce contract with Ready
by the payment of $37, of wh dy paid $10,000 to Casey.

Muss did not confine to the aeManor project the abilities that
permitted him to transfer what wan thought was a "hopeless"
situation into. a windfall of a million dollars.

Muss, Winston, and others built four rental housing projects in San
Antonio, Tex., at the Mitchell Air Force Base. The proceeds of those
FHA insured mortgages were $13.3 million and exceeded the total
costs of the project -by $965,000. A separate corporation was formed
for each of the four sections of the project. The first section was
built under section 608 of the Housing Act. The remaining portions
were built under section 803 of the act. The common stock in each
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of these corporations was $3,000, of which $1,550 was contributed
b Winston, $1,000 by Muss, $300 by Louis H. Kaplan, and $150 by
Henry W. Penn. Winston hold half his interest as agent for a Swiss
trust named Mika Stiftung. The Swiss corporation contributed about
$3,000 to the venture and received a windfall dividend distribution of
$310,000. Manifestly Winston and Muss did not need those financial
resources of the Swiss trust, and it is not claimed that this trust
situated in Switzerland made any other contribution to the project.

Winston, Muss, and Mika Stiftung promoted Northbridge Coopera-
tive in New York City receiving an FHA mortgage commitment
under section 213 of the act for $10.4 million. Before construction of
the project had even started they sold their FHA commitment to
other contractors for which they were paid $843,000.

Muss and his associates are now engaged in a $14 million project
at Limestone, Maine, under section 803 of the Housing Act. The
project has not been completed but Muss testified that he expected
the mortgage proceeds would exceed total costs. The capital stock
of the corporation engaged in constructing that project is $10,000 and
is owned by the Airway Co. The Airway Co., in turn, has capital
stock of $10,000 of which 50 percent is owned by Tecon Corp., 25
percent by Mucon, Inc., and 25 percent by First Garden Bay Manor,
£nc. The stock of Tecon is vwned by the Murchison brothers. The
stock of Mucon is owned by Muss and members of his family. The
stock of First Garden Bay Manor is owned by Winston and members
of his family.

The Murchisons also constructed projects under sections 803 and
903 in Texas, California, and Idaho with FHA mortgages of over
123 million.

Winston, Muss, and Murchison have additional projects at Great
Lakes, Ill., involving FHA mortgages of $13 million.

Winston, in association with friends and relatives, built 9 sec-
tion 608 projects in the New York City area with aggregate FHA
insured mortgage proceeds of $6.5 million. He enjoyed windfalls in
7 of the 9 projects. The net amount by which mortgage proceeds
exceeded al costs in all of the projects was $055,000.

This group received over $95 million of FHA insured mortgages,
and to date have no investment in the projects they have completed,
and have received substantial windfalls.

SECTION F. LINWOOD PAIK-SIDNEY SARnNER

The Linwood Park section 608 housing project was owned by 13
corporations, each of which had a capital stock of $1,000. Sidney
Sarner and Ralph J. Solow each owned half the stock in those
corporations. FHA insured mortgages on the project for $8.9 million.
This was $2.5 million in excess of the total costs of the project.

Sarner and Solow quarreled during the early stages of construction
and Sarner bought out Solow's interest for $1,200,000. This was half
the ultimate windfall leading to the conclusion that well before
construction was completed the parties knew the full extent of their
ultimate windfall.

The remaining funds in excess of the mortgage proceeds were used
bDy Sarner to construct a shopping center which is not covered by
the FHA mortgage.
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When interrogated at a public hearing concerning this project,
Sarner declined to answer any questions on the privilege of the fifth
amendment against possible self-incrimination.

SECTION G. CHARLES GLUECK-MID-CITY INVESTMENT CO.

Charles Glueck was the principal stockholder and president of
Mid-City Investment Co. of Gary, Ind. Mid-City was active as a
mortgage broker for section 008 projects in Indiana and Glueck
engaged in questionable business relations with then FHA State Direc-
tor Earl Peters.

In 1947 Peters promoted the construction of a section 608 project
in Fort Wayne, Ind. Glueck was to put up $7,500 for one-third of
the stock; Peters was to put up $7,500 for one-third of the stock;
and Allen & Kelley, architects at Indianapolis, were to draw the plans
and specifications for the other one-third of the stock. Allen & Kelley
drew the plans but did not receive any stock andI were not paid for
their work. Glueck advanced $7,500 and was initially issued one-half
the stock of the corporation.

After the project was completed Glueck gave this stock to Peters.
Glueck initially testified before the committee that Peters reimbursed
him for the money that Glueck had advanced for this project. Sub-
sequent investigation disclosed, however, that reimbursement to
Glueck came, not from Peters, but from the proceeds of the mortgage
premium.

In March 1951 Glueck purchased approximately $6,000 of furniture
for adjoining apartments that he and Peters were to occupy in Shler-
wood Apartments, a section 608 project then being completed in
Indianapolis. This furniture was delivered in tile summer of 1951
to the Peters and Glueck apartments respectively. On January 14,
1952, Peters was fired by FHA for participation in the Fort Wayne
project. The following day the furniture dealer was notified by
G3lueck's office that Peters, and not Mid-City Investment Co., should
be billed for the furniture delivered to the Peters apartment.

Glueck did not confine his interest in FHA personnel to the State
director. One winter Glueck, who was in Florida, was joined by his
wife and Mr. and Mrs. James Swan. Swan was then an FHA official.
Glueck testified that he did not know whether Mrs. Glueck paid for
the transportation to Florida for the Swans, or whether it was paid for
by Swan. But subsequently Glueck admitted that he had paid the
expenses of Mr. and Mrs. Swan.

Glueck's FHA activities paid dividends. In addition to acting as
mortgage broker in a great number of FHA projects in Indiana, he
also appears to have "sold" commitments. Glueck purchased for
$40 000 the land in Gary on which the Major Apartments project was
built. He transferred that land to a corporation, obtained an FHA
commitment for a section 008 project, then sold the stock in the
corporation for $350,000. The corporation had no assets other than
the land and the commitment. The transaction was actually ar-
ranged before the application for a commitment was filed, but subject
to Glueck being able to obtain the FHA commitment.

In the Steel City Village project in Gary, Glueck sold the land to a
section 608 project for $50,000 plus half of the stock in the sponsoring
corporation. This land was part of a substantially larger tract which
hadcost Glueck $15,000.
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The testinliony of luck'ss dealings on FITA matters was a story of
coneeaNilent, of the facts, sharp dealings, and the Jppal'eit us;i, of
influhience to tel(hievo big profits.

-SEC'IOIN It. TNVI',:SToI.S IDIVERII~PlI,A) SIIVICI,',g

Investors D)iversified Servi'es fillihll'(ld it suls1)lntild Julilliber of
F1IA-insh'ed projects. InI five of thesee projects, however, IneStors
I)ivernlied 8e1'Vi('v, obltainleld from1 the sensors aIt sh8'r, of the pWrofit5,
ill I1(hitionl to inter'e.t oil its money loanie, ill eX(luhinge for uiitisiuld
'S'n'vive(" extteahded Iby IR)S.

In the Shirlev-l)uk•, ,'ase, IDS furnished the, funds with which the
s)ol1W.4 l((liiI4d tl1 he , 1114 1114 )ul every other iti, of expense il
('0o111 W(i oll with t h1, co(striutiol lOlf the l1',jWJt. The polnsl's l5 used
110or of their owni funds. A (ontllct, et),'weet the spJ)05on.1s nid 11)I
that witt itever disclosedwI to I, IA shows thll. w1'i0' to thit( filing or t1he'
FI IIA 1lp'it JJ l it Wa1 s 1Slndh'stood ibly th 1)1o11I 5)l5.o5 Ind y IDS 1)
that I he cost. of Ilie project would notol. h be Willi below tle spdn11's,
esti 11ltv but also (.onsidle,'ally 1 below thi, MI[A ingur,,d mortgage.

'I'Th 11011A l•lpllie'ations were, 1)1'4'lIurld il tih, 1"' S offlle', itithle t'he
guidh•l.e, of all I!1) local nuanager who lilt itnatelvy received im interest
1i1 tlt(, projec.t. FIIA regulations limited finllaning charges to I%
pen'e,,lt, but. I)DS collected 6(%,, pr(.•,nt ill odhit(o11 to it long-terni
nmnuattgeiviint. (ont'llet,. It was ehailled that, the ,ITA 1'(gliihtt ionslilliting fInlllliing ,hn11-ngs were t not lld, aplalel 1bveause FIFIA did not,
insure tile v onst1rutioit 111 (lv(es but i•mllr'ed only the h, Ieri ,1(1vt,
no'tgatge oil completion. HTowever, the I)DS contract shows thilt, ill
of its vallva1'(•'S W(1r to 1be, reaid outt of the pr'ce'e'ds of the FITA
iti1,ITIl lh11. The eOIlt-1'alet ev(yn provided tha.t. 11)D would 1)N' paid
its $90011001) fe immediately upo11 tflic signing of th114 eoit.i'ait. it,
then 1)i14'd the' .pollS0's tlh', Inloiiev With which to poy the fee iid

eT(Tived itot, only r(lyiment, of that lohoi from the 1lIlA mtIo'tgiag,,
but, tlso interest, oil l•he mom, v it Iltilvn4eI for the mviiment. of its
owil fit( . IDS 'olludOd with the s)l0s10's of ,"Miv u n -A Tlke two v et. to
Mv'odh the pu'ltpos(m' of seettohi (108 of the aet ItuL1 tih' reguIfaltonls of
FI IA.

In the Shirley-')uke project, IDS received a total of $1,184,684 in
addition to interest on tIhe funds it ha1d a(dvalnc(d. O(n this suim,
$889,990 was at. "eompensatory fee" for financing the; project, $121,,619
wits pnid as settlement of a long-term management contract and
$173.075 as the WI'IfltIIIIn Oil the smal of tih( mortgage. ID)S was so
careful not to expose itself to any undue risk thnt it not only required
on ITA eommntmnent to insure the mortgage before it anvalne(d any
funds, but it, also required a commitment from Federal Notional
Mortgage Amsocia•tlion to purcham( the FIHA-guaranteed mortgage.

II)D smnilorIy financed the Clevelnhd IParkway Gardens l'Ojeet
in Cleveland, Ohio, the Carson Iomes project in $0os Angeles, Calif.,
the lokewood Park Iprojeet in Los Angeles, Calif., and the Charleston
Park project ill Lals Vegas, Nev.

In the Parkway G•rdens project, IDS received fees of $570 300.
In the ol~kewood Park proj(et, TDS and a wholly owned subsidiary
received fees totaling $1,321,790. In the Carson Park project, )DS
rec(eiv(( fees of $1,490,010. The Charleston Park project has not
been eomnpleted and the amount of its fees are not yet known.
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III those four )irojeet,s that hive bl~een colmpleted, 11)) hlfs received
approximately $4.5 million in fees for financing projects with FHA

insur('led mortgages of $55 million (ih adlition lto initere.t otn NR mnonel).
Repayietnit of Us advances was virtually assured out of the proceeds
of t he F01A insured mortgages. 'rhe total FIlA mortgages in which
ID)S lprtieilmtd exceeded $200 million.

Sl,.:C'I'ION 1. DL')l D'ANII., (OrNVINHON

Dr. 1)aniel Gevitison wits it practicing delitist. ill 1th1, District of

Columliii until 1950. In 1947 hIe bIeciinu, lt1wlre of li4' 1(1dvaltiages of
section (108 of lie( Ilousing AMt. lit, esiimtted his tlhen net. worth
alt $50,000. Six weill's lat('r, hi was itt t owner of till or a substantial
interest, in 6 sect iion 6108 projects wilh nior11itftiges of $13.4 million.
lis personal assels wer thetn $2 million. (,evinion had give, n uip
delittimm5 bv 1950 for wt, i ore 1 14 ri'live lIisiniess of se(t 0ion (108
housing. HI e was a frle' tuent, visitor to Powell end oil at least. one
ON'llsioni Powell ovrruIhe(i local II [A ollhiials to apprvl e it, projt,t, for
(levinson in Tixas.

Oin 0o1' project. (hevinson gave stock to tiht, soi of the builder to
l)ersltlide huni to interest his faster ill Ilnani(ing t he construction. In
imnother pmject, (fevinsoi received a $01,000 "lickback" from the
eontlri('to' for giving him ite job.1)

D)i. (whvinson's projects are, in Texas; W slihington, D. C.; Pennsyl.
vanial; mid New ) ork.

S,.'TiON ,I. S,'ro,.: RivX IoN ..... l ,---EnDWA A. (CAIMACK

Stone River 1loinles is a rentali housing l)roject at Sniyrnia, Tenni.,
oistl'UtI'le(I udhlli'r se'ct ion 80:3 of the ilousing ActL. It illustrates it

promoter's ability to 11 ir such it rirolp'eity h no investmIe('nt..
At grilop of loeallpople, iiiclidiiig ,Ioselh W'. ha't. 11mi llolten

McBride, l)riichlsd :184 ftercs of hmid a(Iaceitne, to the Stewart Air
Force l1as( for $110,000. 1llait anId McBride a. plied for a (comit,-
nelnt from Ml IA for a ren til housing project t..to be built, on 120 atcres
of that ti'act.. While 1114' all)l)icatfion was pendhig, Edward A. Carnick
mad arrangements to ac juire fori $31 9,000 thei 120 atcres proposed t.o
he us•d foI' pt'oject., I'e Ilso acquiredi all tIhe stock of Stone River
llonies which h1ad previously hben ('r(tated to 1piosor such a, project.
FlIA subsequently issie(d a comnuttmenit, for $4.8 million.

Carialck I 4't('it'e(ld into il•l Agreement with Shelby Contruction Co.,
of New Orleans, Uider which Shelby atgre''l to purclthise thallt. 120
aIces of land for $319,000, (lOlatte tlie lind to th' sponsolring (',olpora,.
lion, a1nd build thie plrOject, (including thei nlpayit,nt of all fees, inlhrest,
fin(d taxes) for th% aniount. of thle M IA mortgage conmmitint. Shelby
also agreed to pay a pj)nnlty that. ultimlatetely amount (Ied to $90,000
for any delay' ini contr'vui6on. Carmackl received $20,000 of the
plalt.V mnone• il lhi.i't an1 McBride received( li the remaining $70,000,
althoughthe thenl had no interts, ill the proje(et. The $20,000

received by (Qtarmlatk was $12,000 in excess of all tle expenses lhe had
ilt(uit'red in ('onnetmito•n With the ploject..

Shelby, for the amount. of the mortgage eominlitinent, bought the
land, buiilt the building, lpaid the FlHA fees, tie intvrerst and taxes
during construction.
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Mien't t~he Iprojeel, Wit oillh, cmleted, (Clu'uu1i1e wits 141v owiler of it
l4rge rentll housing )rojtect ill which hw lind a o itiv'ti~ittlet, rind had
flOvtIr idviinVeted tO ly I funtids other I.i'tallit it0iiitti $8,001) for t-ravoltind illist'ell Int~oi~l'o similar expll(,tise. Hurt, Mc[rride: , Itild t hvir

118906iiittes itt, lit lhid l)rofit-tl to (lhe extt'td. of $330,0001.
Air F'orceo irt'5o01une[ t'tesidiitg in thte' p)rojtect, Ilow pIly, rtntI dtotot'r-

mtine'd to b li de, ttel~lltt C~o pitY .\ Itio iltlf let, l u,, l d prl, t llitpniltl oil flthe atol'l-
glige,. 'l, yIII1 wPI, r 6, "rsequestd" by• thu•e ou u m i olli velr of t~ho bilge

to !11vt i1tti) aittli fill t,11 1 t0, ojtOt..

SPI(Crl(N 1'. SANIVA,h ]ROMM.\N

Si1111ue'i R{otinlttt II 4I w t the prht(ici tl sp~ons~or of .A thtnlie (O tll'th st, it,

stit io (1108 rojeIut, itl 010 I I)i-.ri', of (o'OIilllbiit. 'rit1' pIr)ojeict, (cOnt-
Wititled three' Seltionls. ()it one, sectioll of It' llt'ojt'tI ]thaiitlt I tfstiiit,,d
Itt ill, ot'Itgge J)t'Oet't'Otle i'xt't'tlit't toWtil (o's1 by "Iulblt, $110,000 Lo
$60,000.'" (tt it st't'out i'tttIil of the pjt'tlit' t1', itidit, itor, 11 gt'
provet'ds ext'tctdtl hed t olie costs by "'probll' ly itlotioi'r $75),0010."
S Iodillti tall td his wife B]hia htld oVled tihe ilad ot1t whicttie Ibl'ojt't.
w•ts built iin1d 1114d, a suIst'tllitlild profit ol OItl Htllt' of 1lit' hltind to the
Spontsot'ilng 'orl'li1tiotn. itodilltU ialso testilhitd Ihuitt. his wife wili ia
stoe'dkolhht't in (lit' sot, iio t'Ot'j)Otitiltl. 'rlir tte i al)'rolits" on
Il,( lt'otlt tl'titll mit,'dtd $300,0010.

Bellia Rodlmlnt1 hitt l eitid1i'd Owit privilege itgili self-inttiouition
wht'n prev'iousiy itt 'rrogiilt 'd beforet (lu ' iHIou, s I Tii-Aitriia Aetivi-
tih, ('ollinttllle onl hlr ('oiniuiiI .ist I•'iil'.t itti iviti•es, lttimlltlilithin
sitili'ly v'iltilnlitl tItlt, privilegit with trtslpt'l, to liithions risked lltihh
Iabtlut. (otllntiulllist MIiviti's, illh i hiltr' t' ileittitt l'•rshil) ill (I• pllrl.

]{odntin Wlias itske•l bfore tlis ioitultitt, i if lIt' hiaid e'ver tiloitriunti'l
a1n, ofth ill( futills t' ottitithosti settioi (108, ptojects ''to n11N so-t'itllt'd
ii.-Amllri'aitint ilVitits orglliliiioll of iailny kind inl (.i I T1 j lnltd Stuitt'."
Hi s ittillu'ntoy objted't oil to Ilu, qtUtstion. I iitltr hit wits itskted whltt'tittr
he, hadl "ever~l eoti butiedilili( to imli" villlltillllistic~~ orll'lliiilt,,llilliH orl e~lilie,1."
tlig il1ltorl-ile" iigaiih ohjeee w~li lill R{odinalln illi14welvd~, "\Yuluil'hiq I lie

a fool iot, to Itse ly li't"llst ittlltiioltillIrightls to refusi• tt) iliswlr t.h'l'"•

Si% ;vo-,4 I . itv iPAR*K 1 IONuKS

iht Sponstlt'r iltil stoi'khoholders in AlIh" Park I loliti's, 11ilsit(h, N. Y.,
illae lBritisht 5illj'itS livinll hin l'glihtill. tapillIili] stock of tie 'ot'rlporate
Sp)OtlsOi'• i Its $6j,000 tillt pioji'ect t lltuilt, ontil lellshltolt. Theti
tX't'ss of nolttg tig lprot'its o)vter' till costs wi•ts $322,000i whieh wits
(ist ribitt'd to Iritisi t stloc'khilehirs.

Th'leie ,vilen(, Shloiws thitt, it wits not ilt't't'ssal'.Vti 1)o ae ititde' WA)
enjoy "Wilidfiill'" ji'lits. 1)otutors Intil llahwy•ers also did so.

in thsl i'vuset, it, ijllt'teld tlillt, it, wits iulit etll lliet'i'ssaty to reside
in the United Sltaes tto enjoy sulrh profits.

SlERITl'ON M. LE•WIS GlAiRlDENHl-*ANANhiAN TlHlt'l,

ltwis a'i'nllh is is lotl a sotioti(08 project in I [lnti'O County, Vs.
Frankldit 'rini'' of Ificlhniondl, Via., wias the prittiilpal spotisot' of tile
project. ofrriee hiil p tillirnst'd from ti•t Unilti Stiates in Jurl 1948
ia trat. of 258 iitt'( ) for $611,790. ,ift.-fou ' l, Ites oif thia, lan10, wiLh
a prorated cost, of $1,3,9)87, w•re utstd iln this •,teiott (108 housing

FHIA INVE INGB~ATION
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project. 'i'riei,'s iI )plieti ion, filed 8 months later, villilud this p)rope))rty
lit $3419,000. Il'IIA Illtimntely V'alued the proPerty Iat $190,0O0. 'l'he;
]l [A-Insunid mortgage' Wai $3,884.4'0,'I). 'lie Wild 'osIs of the proj-
((t, werll, $2,925,053 i ull it, i', I l)nt 'l'ri(d4' Iitl himll(4If of $129,000.
eXIluding It l' Triie( fee', the illll'otgla•g lproeeds were $1I,100,000
1oe01'111)1 the total costs. Tlei excess mortgage proceeds w 're dis
trlibutedi to 1.11( shrholde('il~(rs, 15)t11 it s bstnia pimt of it after thei miort gage
w in t, (fliUlt.

1'1A is now tlhe, ownuer of the l' )i'rtý 'iand hits estimated that it
will loset b)et.weeni $700,000() aid $2 million ill lit', ullinmmi dispiosition
of tiIIe l)rolerlt.y.

W alter1'. M.cll.nh n111,I iI t'orl-111 r Iesillturl'll ol)(1,111lol', with Ito pre.

viols buiildl extg'perience, is I he principal Sl)ollsor of Arlington 'Towers,
ia rellntl lousinig project 1)j lW biting (0on5s1'uetl'd iitihr section 207 of
thil' Ii('t.. a i'li' t •tthill e lstati'd cost of the l)l'ojeet is in evxess or $22
million, Thi invest, enint, of MleFlaullid aindI tie other s•'olisors is
$35,000, ltihough ovet ion 207 1irovidels fo' inisur•d'' iliortgag's of not
to exe(i'ed 80 percent of t)lilt i te of tie I'Ol.rt,

'T'hie l)i'ojeet, involves four' sp)onsoring l'r)irlt ions to whom IA'-
insured mllortlglg.e collinitmllelts totailleil $10t.5 million, Conltlict-H
were eitteredi into between en theso .4 corlorliations anld ,Johin AN hn1imin,
Ii.,, builder, for the cost ruction of tlti' project fori $15,7 million.
These ('contraci'ts were filed with IIIA, Hlowever, another contart.
kept. svie'ret, front i 1011IA shioweid that th n'e 'eal cost of 'o)l5rluCtion| was
$18 million. MeS.lin llbhad also gunaranti'd loolns forl t(het sl nusorls of
thfo (o'ltpo'aitions ini order to lrn'ange for interim illlluniiig. Thle
director of tile FIIA district offve Iin Washington testified thait lie
would not, have apl)proved the i)n'ojeet. child Ili kilown of the Secret,
coIntruc'ionl (iontll ri.

'T'he project is beitif gbuillt oni a lesellold. The' corpOr'ation owning
the land has obtainle ia inlort-gitg ('OV0Iritig tIv lan1l In( t (,it' Vxce'S of
the total.| cost. Uj)iOll comlliphtIloll of tie j)n'oje't, tli'e (on'l)Oi'alition1s will
hiave debts exceedhig $5 mnlhon not known Ito ll IA atndl n lo, permitted
by FIIA regulations.

The J)rojeet. consists of luxury j)a'rtllehits renting for as i lgh ias
$3215) it mouth, Tile coninitnli, t Wits insnu'ed aId•il lihe cOlut rac, signedin 1953.

SEC:VTION 0. MANHItATTANTOWN ]IoJF.:v'r, N :w YORK

Title I of thte Housing Act. of 1949 makes, provision for Federal
4'ntrributioms to loeal sim1 (,learan(,e pr'ojects. 'I'1r(e program is

lamnniuti(erel b)y the H[ousing and |Iome Finmnce Agency, whilth is
authorized to conltriblI•,e two-tli,,r of the subsidy for the'acquisition
and clearing of a slutmt art. 'iv lIthere are sovenal of these projects
underwayll in New York cityl. The (nsiv acquires the slun area al. its
faith market vauhe. It then contracts for the sale of thio property
to the redeveloper at, the fair valtie of the land less the, estimat-ed
cost of demolishing the old dwellings.

'l'The Manhattan town slum-clearance project oveljies at (-block
area Ini Now York City. The ,ity htad purchased tlae I a land build-

10l
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ligg froit $15,385,784 andu. hadap iprisedisl thle viulue of (lIii 11111d with tlhe
buihldinvs rei1,IoI',l at, $4,9157,,370. JUnder eal tm, o (IilS or it e1• t1'att ,
enlt'le(Tinto h•' b Mn1 NlAtlIlunowui, It,., with tihe einy i11 Niv 1952,
wlhihl beet•tilt,'efe'tive Aug11st, 29, 1952, Mlalhi1.t1ti1towi 11gr'eed to
p11'iulise t hl 1 ti1d for $3., 10,71 p, being givel 11 c1'redit. of Ilj)rWoxiultt(•'l
$1 millions for IIh cost, of demiolition of lie huildiligs I1le1 oll oilie h111id.Tle, Ieedera•l (love1'11111euti. is obligaut ed to pltw Itwo-Illil'ds 11d tIh cit
(ir New York one-third or Ilie $12,277,07113 diff'et'•,i•'i, i l) eetw Ihe till,'o
oft' I laln nld l iI•e sahi' prim'i, tolNauhtiut ,I 1.

Nuil1n , lanlowit1 pa•l $1,,(17,35) of ,le jwpul'lr1io prie'i, ii• •11.sh.i
The, $2•01911,:It1 Iabuli•'ue iS I)irytlh' in I y-,ears, 11oll) ('l0pl, lonl of twhe
Vwojec't . , ollsWl ) ol-'r(oi'l)ol'l Itionl nititiage I hhe properties and 'ol-
e ls I. lle relnts 1111n1t l I h t ie' m . uildl l. II1,re ('oll0 l'ru'tet I. I 11, IS ,'-
1tiltedl Ito 1'iluill, o11, of 111of )I'ofiIS oits l 111ii y 1•'•r'i'1e, 11 111xin111i1i I'isk

fee of $3'0,000 a year ofo' :1 years. '1'11is ri.k fe, is )fla\il)hV only if till
pr'o evt, IS 'oltpleth, ill •l i, eld of I ll- ' .- Y'uii ) period.

'rJl ,o1t1earli reiquii',,s N.( i alllulIta1t1ow1i to dhenmolish Ithe old build-
ings, 'elovlk, ite I, ell'lls, al•d rollstl'm.0 It,,\t buihlings within 'i yealr.
Over 2 years of liuti period lhls elipJs,,(. No itmw buildings hoive, been,
',ol)51 t'iieted all ,)ely ) oIW-sixtll of ill-llit h''a aus lvi4,11 i,,•lvaeI of the' old

bulildilgs. A(,('oI'(Iiiig to the, pi'ojet,, ,SIIh-41I(S, lhlie uln floliliolt work,
Mxeepl, for it few ,onln•eial 1v iliu:gs, alld the relo,•,iliout of I elia111114
wias to Il0v0• beetiu 'ou11)hletd bly Ot ober :31, 195,1.

(One of lii, •root1rc't req lli1'111),111(s was that Ii , lil' 11\01uu Selected
to nitit1gi, I lie, project a idl rolhert dw fli, i111t' required ol 1l)I' apl)'oved
hv tihe 'itv. ,!oh1i L,. (wlihul,.(.'y & (Co., 111 expe1'iv,1r(ed 1'val-es,•Ilt
1i6r11, was'is suibmi fell ald a1ro1 its1'e, ls I 11ie I nagee1n'n t agenl . Stork-
hiolde'•s of Mainlua1 laitown then sltbVe'i'teth 1111 4 h 'rquiit',liilt b-y Setting
up ''.Iohuu L. I, lhe ,esssv (Co., •iahllitlatltown division," it ,t irenly
dil1're,'et partners' ) ats the 111, uao ,geoet aeii1t . ,ol lu I,. L1. fentte1s••'
11,u41 his sou11held ou iv I• •J5-p'I''e111 i1itt't,.st In 11(hi pitnrt,,,•ship. 'r'lie

r,,eiaiti1ig MSi p8,r.,u'e s livid by 1tler il,,. •.Iholh,(i( of M.1tliii h tallt -
town.

The 11111niaagen1etl I'oii1pat1 I'e(ivMs 5 Rer'uen111 of tilie gross i'et114.
'['li11e• ilalaget•Iut 'Ollipaly flits only '2 e,11 )loy'es 11til it pays •iai-
hattllitown $1,000 i nlonth to do mlrh of t1le ('Iuild work. Yet it.
hllts paid )lll over $1.511,100) inl prolit1 auld sul ri•s to spoilsons of the

Airman Budu lhle1s I ls pid $2-5,000 ia year to supervise 111l' hepruulmiltary
,oos•t1'11e'tioll work 11nlitii awl t.mul u11'O11Stru-,ioli beginsl. '11his ronupan.Y

oveopIJi('5 I demsk ill then oifi'u oif tJrkPetiin in and has only 2 ('iploy('ms-
Jitark Ierilnalo and his Secretary, Lillant Aget. '[Ills coipittyha
already been paildI $42,000). ahenl awtual a o1•,uistri oil I) 111.14,
Vee1u'ma Builders will receive $a taximnum of $275,0)(00 fot su pervsiiug
co11.trilo''i4ll. Ja'ck Felrllt11i i.4 1)I'Sidllit of Matit lh•aulttowl.

A piil'lerslhip called A )jui'tiivltt n tipt•tellltit n lt.ulltails wits Set 111)
ott 1)rebe, 16, 1952, to Im ase 0efrigera t miad SII oill lit Pthe l'o
to Manhiatthtlltown. Nlanhlll atttlllowIt o11igiti11 rll'ehnle(Its o re i',-
frigelr(ors a11ild stoves for $33,,)0,, 1111( tlil Sold tielutl to A|pai'tit|(It
Equlilplllt, {enltalls• for $33,Ot)0. [ pou0 11w sigiulig or the I),evelehr
1(6, 1952 (')11|11i'1( , Ap]rimll'ttt EIquipi)iti,' ]uttls wa-Is 1l1id $:18,001
ls I'('vil ret tI'o.('i tiv to Sept, mlt)er 1, 19-52.

Apartllleot Equiplmtt l{tittl i OlstitUItedI ill ln'oritttioll for- a ynu'
ituld (list ribl1t1edl over $1,26,0010 Io its, pltt'tlites, aill of whomi were Stock-
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holders of M1t11inhtntolviown or their relatives. At, the end(l of the yt•r',
the refrigerators and stoves were sohl back to lialithttanltowit for
$33,000.The, record conitainls nulme rouls other (,l18ses where stovkhohhers. and!
thiei' r'ehttives welre paid vallring suins of Iflont'y for tilthI or no work.''llhe re(or'd ilidiv'ates thitl, the stockhohhldv of M•alihtntlintowln

fotitid it, I)rofitnlbhe that there wils (heley ill dtelloliiioll. It also resultss
ill grelet'l, rvntltll in(,ome fr'om tie p)rop)erties.

'hi.lts nii Ii ill .111141111l Illd fialtl)stIie liitt(r'ln fol' the slo.kthioldehr. and1(l
Ihiri' i'ehlitiv(-4 to witlldraw l'ig, eSUMS of lione. fr'omi the project.
'Thern, lre 10 prilr'i p)It sto'iCo I(tel'S ill the l)I'oj,%i'.: S'amuel ( 'aslPert
thic('lk Fe]rillmn, JIohn 1,. Ilnntvissy, Nathim Silver, Sol ],eistntr, I .aurice
. illust ili, Frl'edl Ltandali, Rol),rt ()ullick, (hles ]'•,eilish, anld NI1. E.
Kessler. Ea'Itch of these stockholders sold p1rt. of Ihis illtel'est ill the
plrojec('t, to nvillber's of it sytlicat , of friends 1nd r'eltives•. A e'oi-
Ipht e relkdowmi of how ea(ch stockholder, his reiitives, ai•d friends
received $61N9,215 from thtie project in the past 2 year's is shownt il thie
tal)he oi the following pIages:



Manhattantowu, Inc., Sept. 1, 1962-ept. 30, 19S4-Summary of money received by intrested principals for service, rendered to maintain, :-
demolish existing property and erect Manholaatown, Inc. 0

J. L. Hennesy Manhatt3n Apartment equipment
division rental•• Slt. Fees mnd ___________________

PrinDcl4L, Cal-al through nthr iuSh trer Iine-e -Spt. 3 X1%.94t through I Partnrs 01dr- lhartni s th* To "..
-Slpu. 31t. 1164 dr-w through drew Other

through throuohgh
't C3.1 •'A-,~pl. 3 ik.s thrM Ih through
A.t FDa - 3 5.8,-lt. 31+,?, iW l

".l~. r9..1- pt. 31k1.54

IVf 20 i&0I$7.0 - 200 1000 a
S. Ferma ------------------------------------------------............00 1 ItZ w6 . . .. . .41..2.. . 91 -------------- 1 -------------- .8 .70

A. Fermaen ----------------------------------------- --------------I65 3M5&3 ------- I -I I
----------------------------------------------------------9.16.; 3370

S. t-aspert ----------------------------------------------------- 22,000 I 7 4M. 071 1.687.50 -- - - -- - -.. .. . .. . .--.. .. . .. ..-.. . .. .. . .--.. .. . .. . 39.32D. S4

L&M Herbert .--------------------------------------- 0-------- 2Z000 1 ---------------......... 4.1.g2 .--- --------- ---------------- & 514&70M. Todd L.......... ..-------------------------------------------------- ---- 1. I .. ---------- -.I

Lawene------------------------------u~oo~------------------- ------- 1033---------------- -------- ---- 1..0&83-9C.Silv menr----------------------------------------------- 8.0 3.18"090 ---- 3---16---.--14.6661 ------- -------------- 17&843.0

S•. and L . Ai et ------------------------------------------- 9.16 1m -- - - --.... .... ... ! 350.. . . . . .. . . . . . . . . . . . . . .I . . . . . .. 00

(E)A.oeder---------------------------- r------------

BaCt.h T .----------------------------------------- - 9.166 - -------- t -------------- ---------- --- I

S.-- -- Ia n - - - - -- - - - - - - - ----- o ---- ---- ----.of~ n. 6 .... ........

KRM I ------ ----------- ---------- ------12--0:
L la r( oe gIrn- ----------------- :---------- --------------

I. L--wer ..---- ----------------------. ---------------- 1. .010 - -- ------------ - -, ---------- 8---

0. Ina----------------------------------------
B.Flum- -------------------------------------------------------- I0 O ------------ i -------

U. --n- -- - - - - -- - - - - - - - - - - ------0----- ------- --------- -----A. Cas~tIeum..-----------------------------1t.------------------------------------ ------- 1.~2 7,10 6S 80
Jodh tn r - -- - - -- - - -- - - -- - - --- ------------- --------- -fm ------------------ ------ - 1264 .7
0. RoenblRane ------------------------ ---------------- 1 6,5000 ------------- -------- 108 29 --------------- .On2

N. Si Flve ------------------ ----------------------------- 11.000 31. IM 6 ---------------------- -------- 1196

S .L t kii ------------------------------------------------- l1 . 0 am 1.. 6... . . ............... .. . . . . .i ---- ---- ---- so .............. .............--- Z .0-43.• 9-
R. Sil ver --------------------------------------------------------- ------ ----------- ----1--.----.......--- -------- -------- ------------ --------

1. Hofrtann------------------- -------------------- K M -------------------oo -- -----

L. Torzaw ------------------------------------------------- ---------- ------------. -------- -----....... --- 4 ......... . ,----- 6 .-- 3 0,4.I. UI~estner (Komftii Iran) -------------------------------------- M 56. 00 . -- - -- - - ": -- - -- - - 2 .Q )6
1. lI elstner ------------------------------------------------- 16. 5 w1 34.'% b -- -- -- -- - -- - - - - - -............. "l AX .. .. .. .. . !. . . . . . . . . . . . . .81 .0 & 516. &rb
W% . L elstn er -- -------------------------------------------- 16. So -- - - -- - - -- - - - - - - - - - -- -- - - - - - - - - -- - - - -- - - - -- - - -
N• . F o l k m a n . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1 1. 0 0O 1 1 , 1 . 6 3 0 . . . . . . . . .---- --- --- ---- --- --- -- . . . . . : . . . . . . . , 0 .

It. E /a ......... .. ..... ...... ........... . .......... -- -- - 16. 50w I ..... .... ... . .. ... .. . . .. . . .. .. I .. . . . .' --...... . . . .---
A . Rosenblum , ...................... .....................- 11.0001 : ... .. .. .. .. .. .. .. .. .. .. .. .. .. 1.08 .29 ; 7. 717.041 ; ] " 7 _; i. . . t t 0
S id L iestn er ----- --------- -- -- -------- -- -- -------- ----- .. 1 1.0 0 0 ! . -. . .. ... ... . ... . .. ..- ------ ---- -. -- - - -- - - .. . .. . .-- . ...... . .. -- - - -. . . . . .-- -------- --- --

(F) A . riX er --------------------------------------------------- as • 000 ' -- -- .. . . .. . .--------- - - & 0P 6 . . . .. . .. & •O
G . R o stm b lu m ----------------------.-------------......... t 16 .500 --------------- - - - - - - - ------.. .. -- - - - - -.. .. .. .. . Z ...... ..... ...... ....- 1.. . .. . . .. . . . . . .
+N . S . F o lk w anl --------------------------------------------- 11I .0 00 -------------- -- - - - -- - - - ---------------- -- - - --------------------------------------------'... .... ....
M . K u rtz ----------------- --------------------------------- n lo o ... . . . . . . . . .. . . . .i. . . . .. . .+. . . . . . .............. -- ---- -- ------.. .. -- ------------ -----.. ..

L Folknm n ---------------------------------------------------------------. 1030;.64 1 -------------- -- -- ------.. .. . .: 2, .".. .. .. . .. .---- --- --- ---- --- --- --- 3 474. 3S



M'. M il stl e n ..-.. ............................................. $104 , 5 0 0 1 500 I ..............-- I --------------

---- ---- --- -- - - - - - -I- - - - - - - - - - - - - - - 1.73 7
Fred Landue ---------------------- - 60.00 - - -. 4- -. 0- - -... .. .. 48 47.02

S. A bram s - - - - - - - - - -- - - - - - - -- - - -- -- 30. 250 ---- ---- ---- --- -- --- -- ------
A .Z rw - - -- - - - - - -- -- - - - - - - -- - - - - -i-4W 56' 1114 .7s . 30.2 1!8o .. . .2 -------------- --------------- ------ -------------- 11.041.7

M . W eiss ....... ......................................... W 30,-50 j 8.301.2 , 2. . 740.M 56 ............. ------ - 11.041.78
P. O ei ssk --------------------------------------------.-- -....... i ------------ 1 656. .7708 07H . 26.e 7W 8 0 & 2 - - - - - - - -- - - - --- ----------H . FNadel - - - --n... . . . . . . . . . . . . . . . ..---. . . . . . . . . . ..--. .-- 11.000 -------------- - - - -.. ..............L . F ried m on _. . . . . . . . . .. . . . . . . . . . ... ---- --- --- --- --- --- --- -- ------ ----- ----... -- -- - . . . . .. . .-- ---- -- ... . ... .. .. ... .. .. . .. -- ... .. . .. .. .. -- ---- -- --- --- -------

M4. Lansky - - - - -- - - - - - - -- -- - - -- - - - - - 1 , 0 -- - - - - - - - - - - - -- - 3 2 & 3 - -- 3 2 5 5

M4. Block -- - -- 1--- - -- - - -- - - -- - -- - - -- - - - - - - - - -- -- - -------- 7. 274.9 1T . B lo ck . .------------------------------------------------ -- ------ t------- ---- ------ -----. 5-'. . -9is --------------- - .. 609.is
C . F elb o sh --------------------- ------------------------------- 6 6.0 00 6 , 65 . S o j 38- -3 .-- - 8" & 5 0- ! 4 1S.5.54F....9..........- 17,6 6 4. 7A

T . M ittm e ----------------------------------------------- 44.000 .. 2S. 2 77 a ........... - 2 232 .77
H . Feibush ------------------------------------------------ -------------- -------- I-- I --....... ........... .........
Ann Felbush (w.i.r) -------- -- -7824

361. E . K essler ------------------------------------------------- W ...--------- ----- o,000.00 ------------ - -------------- - - - - - - ------- : -------S. J. K essler ----------------------------------------------- 18.333 -------------- %. oo 0 ! . .. . .... 0 -------------- --- --------------- .............-- 9.000.oo0
8.. enlier.. .................. ... 18.333 1•;Max..ecker ---------------------------------------- -------------- I 17,0.. ..8 IS - ...--... .-- -

- ------------ ------------------
Other-.ILnlianl Agar ----------------------------------------.------- --- ---------- 1.307.6 -------------- -------------------------- - -------------- 17.37.18 64

A bram Bei is..- .... .................................................. 7.270. - - -_-............................ 7.27001
Lewis Fbuw ----------------------------------------- -------------- 48# 3f-------------- --------------I I------------------ ------- 4.807.75
M atilda Blakie ------------------------------------------..............- 58s.00 -------------- --..............-- - -------------- ------------- .00
Robert Raaider 9------------------------- -------- 947.----96 .

I.Lus~g----------------------------------------------------------2------ -~ 8.224.2Dav ideSap ro . . . . . . . . . . . . . . . . . . . . . . .. . . . . . . . . . . . . . .. . . . . . . .... . ..... .. 4. 96 ; .. . ..1 .. ... . ..31. i7.- ,.D avid Sha ir -----------------------------------------------. -- -- -............. -- ---- --.. . . .. . . .. . . .. . . ----------.. --- -... . .. ..... . 1 1.31 --.............. ,15, 1.31
Adjustment, due to posting payrolls in wrong count (we III - -I-- - ,

schedule attached for pwc-l--aos) ------------------------- --------------- ------------- 21 . , . . . .0 -------------- - 21.000.00

Total 1,06,4141 212,017.871 142,111.07 13 L S21 & 3721.37; 12& W&37 $1,6 .33 .649.21& 83

A This figure inckides both the amounts actumily checked and the amounts prject through SepL W6 ML4.



FHA INVESTIGATION

The, practice, of misrepresenting the estimated architect's and build-
er's fi'e. in applications for FHA mortgage commitments was also
practiced lhere. On December 18, 1953, Jack Forman, representing
Manhattantown, filed an application for F1lA mortgage Insurance,
under section 207 of the Housing Act, on the first building to be 'on-
strI, ted in the project. Tis application estimates the architect's fees
at 5 percent .and estimated builder's fees at 5 percent. These esti-
mates were included in the application with full knowledge that
M. E. Kessler had a contract to do the architectural work for a fee
of I 1 p(l',enl, and flint t , Ferman Builders had a contract to (10 the
cost 'itet ion work for a fee of I % percent.

Tis application also estiniatedi the value of the land ati $15.21 a
square foot. The city hind valued the same land at $4,50 a square foot
in selling the property to Manhattantown. On a compJnable basis
the entire project would have an eatimated value of $14 million on the
1\1lanhat tnntown estimate compailed with the $4 million ulrchaso
price.

In May 1052, the same time that Manhattantown, Inc., entered
into its shim-clearance contract with the city, the East River Housinl
Comp. entere(l into a similar contract, to build the Corlears IIoo
project. Tlhat sponsoring corporation agreed to purchase the land
for $1,0)40,000. It paid one-half the purchase price at that time and
the remaining one-half 6 months later.

Just as in the Manhattantown contract, the East River Housing
Corp. was given 4 years to demolish the old buildings, relocate the
tenants, and construct nowv housing. This corporation had completed
demolition of all the area, on whicl' the now residential dwellings are
to 1e construeted by the spring of 1954. Only 0 buildings remain
on the fringe of the area where the parking facilities will ultimately
he loea Ied(. The construction of new buildings ws started in Marcl
1954, and nil of the 4 new buildings are now in various stages of
conls ruct ion.

Abraham E. Kazan, manager of the Corlears Hook project, testi-
fied that FHA would not insure the mortgage on the new residential
dwellings. The buildings will be built entirely with private financing
because FHA had insisted that the costs of the project would be
$7 million more than the sponsor corporation estimated its cost.
Even though firm contracts bad been entered into for most of the work,
the FIIA still insisted on its higher estimate of costs. The sponsor
refused to accept the FHA commitment and thereupon obtained
private financing for the project.

COMMENT BY SENATORs F•UtLBRIUf, RonErTsoN, SPARKMAN, FEAR,
DOUOLAS, AND ILEHIMAN

While we recognize that it is difficult to reflect the full evidence in
a repo rt, we feel that a study of the hearings on l)articular cases might
well justify conclusions other than those stated in the report.

'rherefo'e we cannot subscribe to all the conclusions reached in the
individual case studies in parts VII and VIII.
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PART IX. CONCLUSIONS AND RECOMMENDATIONS

The text of this r'ep)Or't contains ou0 (coI(Ilusions with respect. to each
of the suBl)ects discussed in connection with that discussion, It would
11oor--ally ve l)r rolpriate to recommend statutorv'' changes to prevent
repetition of t I( ilieqities here (liselissed. 'I'lis committee has,
however, 11m(de extensive 11,lmillienits to the National Housing Act
by thel Housing Ackt of 1954. That act was adol)pted with Some flenral
knowledge of the frauds and inequities here discussed,* altholigi with-
out. an.y% realization of the extent of those, practices.

'lli' Hlousing Act of 19,54 has now been in vfrect, b)lt a few mlonihis.
It seenls that further Iimit, shoul11d be given to see whether its provisions
will culret• ie evis referred to in this report. We therefore make no
recommendation for legislative changes at this timne, but p)refer to
wait, until we have had mo1e eXJ)e1r1iln with the 1954 act before
i',4comnmeriding further or additional hegislat1 i (,lan ges.

In order to properly atialyze the efleet of these aien(linents, we
iTC0omflmen(l that funds he made available to the committee to employ
the p)ersonnel necessary to conduct, a thorough study.
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PART X. TABULATIONS

The tabulation of projects listed below includes all sections 608 and
803 (Wherry Act,) projects examined in public hearings in which there
were windfall profits. The projects are listed alphabetically under the
name of the principal sponsor or sponsors as designated in tihe caption.
The amounts listed under the heading of "Windfall" represent the
amount by which the proceeds of the mortgage insured by FHA ex-
ceeded the actual costs of the project. On projects where the costs
exceeded the amount of the mortgage proceeds, the amount of the
difference is preceded by a minus sign (-) under the "Windfall"
heading.

Projects located on mortgaged leasehold land are indicated by"(L)". In such leasehold cases, the proceeds of the mortgage on the
land are included in the mortgage proceeds, the land is included in the
project costs, and the excess of the mortgage proceeds over all costs of
the land are included in the windfall amount. Projects financed
under section 803 are designated as such by footnotes.

SECTIONS 608 AND 803 PROJECTS

The following tabulations include all section 608 and 803 projects
examined in public hearings having "windfall profits."

BANKS PROJECTS
Sponsor: W. S. Banks.
Associates: John W. Walton,, R. Webster Ross,' Howard Everhard,' and George Ford.$

Corporate Project mortgage Total project

Project caI proceeds include . ost Windfall
s:::tock Ilg premium) cost

Huntington Apartments, Alexandris,Va. $300 $570,000 $495,288 $74,714
University City, Prince Georges County,

Md ................................ 3900 2,522,400 $2,326,826 3195,575
Total .............................. 1,200 3,092,400 2,822,112 270,289

1 Walton and Ross had an Interest In University City.
I Everhard and Ford had an Interest In Huntington Apartments.
3 Combined figures for 3 project corporations.

BART PROJECTS
Sponsor: Harry Dart.
Associate: Albert Stark.'

Corporate Project mortgge Total projectProject capital proceeds (inelud. Windfall
stock ing premium) cost

Seton lleights, Baltimore, Md .......... $2, 600 $1,540,000 $1, 37, 284 $2,716
Park Raven Apartments, Blatlnmore, Md. 27,505 2. 041,200 1.942,393 98, 807
Drumi Castle, Baltimore, Md ............ 3120,000 2.121.600 1,919. 411 202,189
Cross Country Minor, Baltimore, Md... 3. 100 3.332.800 3.190,172 13, 628
Edgewood Manor Apartments, No. 1,

Hartford, Md.' ------------------------ 2 500 2 057, 400 1,7124.650 332,750
Edgewood Manor Apartments, No. 2,

Hartford, Md.' ......................... 2.500 1 45K 700 2.242.883 213. 817

Total .............................. 15&20 13,549,7001 12,602,793' 986907
IStark had an Interest in Seton Heights and Cross Country Manor.
3 Sec. 803 proJects.
I Land exchanged for capital stock.
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BERNE PROJECT

Sponsor: Gustave M. Derne.

Rockaway Crest,Far Rockaway, N. Y... $3,000

I Combined figures for 3 project corporations.

BONNER PROJECT
Sponsor: Bertram F. Bohiner.

Bon Haven Apartments, Richmond, Va..] 1 $3,000

'Combined figures for 3 project corporations.

BOWEN.SUNDY PROJECT

Sponsors: William A. Bowen and James L. Sunday.
Associate: P. H. Preston.'

Corporate Project mortgage
Project capital proceeds (includ. ost Windfallstock Ing premium) cidl

Nelson Apartment, Savanah, Ga ......... $7,500 $1, 402,000 $1,100,290 $301,710

1 One.third stock interest of P. 11. Preston held in the name of William A. Bowen. The stock Interest
of these stockholders was sold prior to completion of building Improvements.

JOSEPH J. BRUNETTI PROJECTS
Sponsor: Joseph J. Brunetti.

Corporate Project mortgage Total project
Project capital proceeds (Includ. cost Windfall

stock lug premium)

Brookghester, Inc., New Milford N. J... I $10,000 1 $11,011,207 ' $9,940,032 I $1,071,175
Maybrook Gardens Maywood, K J 1 10,000 13,705,978 ' 3,696,283 19,695
Richfield Village, Clifton, N. J ........... 38,000 a 7,627,370 37,491,652 ' 135, 718
Rutherford Apartments, Rutherford,

N. J ................................... 5,000 1,001,000 957,871 43,129
Van Ness Gordens, Maplewood, N. J.... 1,J00 768,698 901,908 143,210
Wright Village, Lodi, N. J ............ .. 1,000 4,157,010 4,012,552 144,458

Total .............................. 35,000 28,261,263 27,000,298 1,260,966

'Combined figures for 10 project corporations.
'Combined figures for 6 project corporations.
'Combined figures for 8 project corporations.

CAFRITZ PROJECT
Sponsor: Morris Cafritz.

54468-54----
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('AIINIACK PIltlJII'T
spjisor: E.dwaiird A. ('Carnzk. • --Ass•ociates.: Jseplil W. Ilnilr, Ilolten MN1l1rife,, tiud Shv, by ('ollsruellon (Co.

*4)rlum to P'rojectl mlorlpilze

Itoek Itg i)Ir,,lllllntt) IJ t ,

tllte llhver Illllies, Rutherford, 
T enn.' $7d,.40K $1, s1p1, INN) $4,411. 4 N) $W:P,111 000

I ,'hev.8t project.

Spon1sor: Jaetk Camerlll.

Ki1tgsway:lyI ihtrde11$, Irooklyin, N. V

.•..•s$ t'i~ilt': I lirllzlttl ( I h~l

I'rliJ4'4I

MoI4414' Ictk A.1l:4r1 tlettl$. \Vihilmiighln,

SStvier IHill Apar:uunts, uullhnd, N.IHighladd1I A Ival'menls O,(hllimsihor, N•. J

P'enln N:itlir A I::lI lnent l, ':ulllen, m n. N.
Cam'zil, AlIle .Ap ltarlineul$ (WhItirIt proe-
ie, ), Norfiolk, Vza

I lHo uwad A I n.'tr tItltvl i, I'ii rPorls llltl I1, V' ...
I.eL I h.'tiusir. ('Cradhlm.k, V'a
Itiverdl leV .A puti Ienttt, Newlirl ,tNe% $,

VaI .
Itiver I'hihnt . ,:ut ItI'IIt, Notfulk, %'.I
IItullni A. I1r11t11111ents, Wa:ishh~nglon, I). V'
1t't.h II t Avenue'l .A hurllielt5,, W:a•llilng-

h ilz, 1I. C . . ..

Tohl . . . . . . . .

s 'li rilh I'r'4ij4 i ti,, li' II rg)I

I'OIIlN POIIOJIT

(Vorlpor-,h,.qiu~iI~t

11 1111 11$11). (NM

lIxII

I, I(NM
3 4. INN)

Ils)
(3)

IWK

I, INK)

:10. 7lKI

Project iiorlspze
hi r~i-44t111411 g114'

V $.r. ll1K), l'KI
I. 4111, 71kt
2, 1244. ANIt3 .. Lt',. INMIl

4 
2117,241)

II|1, 11411. "

I PI l, INN)
1, 710, INN)

l1 INK)

19, 1117, INK)l

I I hI.ran U i e'4 d l h1: .45 IIll htl hre .I Ill I'e l l N lilo r.
(olihldhi Ilgllres ,or :i llr'oilel t'orlwirllol1.3 (Ijlllbinlt-d figulres• for .1 project ,orpioratihons.

4 ('ollllnuled ligllres' for 2 lprojtitl torporlltio1h1.

SNot aivailnlle.

i)!,I1.:{-%' ,;IEI Il{ JE("rS
Spons.ors•: it. s. Diller, an~d .\rlhoir HI. Wel~tw.

A.,oviIul.'s: Irving I,. l'ilstitI h elmI lhrllull a David S11111.2

i 'orplrlh I'nroject tIrl 11ro vtIllIt procees (Ilslc uIg Ipreullnum)

lldwlhlt i hlrrItlls ('o. o,. .ngeIloshA ('1111 SI.1 IKKI $2.,2811, I'(A
Wtl.shire-lan ('h lmegna (hairlens, lam•

Atlgehns, ('Vnlif 39. INK) 1. I, 7. III
NM Olle DlOW (Minrdios, Mui ,te HI,11O, ('NlfI 37. N) "0Ml, IN

Toall .(.. 77.INN) 4, 7W1 .24

Itt
LI-

K)1

11)

I KIlsin•un haud t IntIIh re4,$ in IalnlIh hi I tlrdmll.
2 Krzili ant $1111 had1a1 lil t InII resl ti W Illtlire-l.l C'Ittlegzu (larditlls.

C'Omlnlllled Ilglres for IIWIlrle t'rojlct irlop lhatios.

11H

$11,h1,I .

$1 7'11' (NI

: $15, 77'I, IKN)I

I, 1711, INK)
2.2114111

2, 3111, 71K1

* 2711, INN)
I, IIINN, INK)

:,UK,)111K)

I,,8. , 11.1K)

Tlotal projects

$2, (Nil, 4411

1.827.211
,5(5, IN1K)

4, .1, ;lh%. •7

WInIlftdII

11 0,3189
3115. I14!

,31W•, ,13
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DIONOVAN I'ROJ I,'-T

$lUmkill r: IIhi,|uir Ir)UlI4ollo .

1'roJ'erls
PIroh'el miiort g)ageI4roveds (hllvl141-

Ing premium)

$3, .I111. ilX1

.I, a1., W11)

K ,017, WK)

rJ' cl mortI gg111r ll

$.Il. ( 1011

" 4-IlNKi

44orlnirll
14ll'll4
SlolIckl

-. -----......... 1-*-*---
A kywy Illu11,S, hlr., lh111,14 (City,

Da. Ik.1
Meadow Protik alinor, .'Ij'ul14,

Tl'h113 ....

$25.1,3215

24, 87.N

49, ixx)

,;ljl,oirs uyu .- %,% I ,*; piwa,lrd wud lwoaollrd It. (OrV01r11ll.
Assoellllr: IE43w:i'd A. I)w.%4lr.

I('lorIiornlIt, Pr
IProJect ril~il'lil pr

shwvk II

V'l:ligon l eouhviard Aparlsuniits, Ihlwhe1-4,

e'r, N. V . O $.N)
Challlt Voillirl1. Ihl1lilploli, VII (1) -.T1, l. ..011 .1 . _ _ .. .. . .. . . 3. • -. ...)

I Not ailvilithih'.

('Corpiortlie
i~iltilI'iI
14ii44k

Ilolih" Park Knoll.s. Engle~idwood. Calif1. hoi' Ilullthig44)ll., IC..Los Aliguhs, C'aiuf
Ilelay o Ilul4dl1ig ,'CO., 1,41•4 A ligihS, C'iill:1

C'hase lihllitIi4 ('u., o ,4Los Anigeles, I :allf
D )rake Ii4iihlhig C'o.., Lo1s A lgrh.sI, I f'i433

I,'lli Ihlhlll4g ('t4,, o ,..Ls Ales. Calff'i
Frmiitll Buhilding ( o, I). os Aingele,h. CallfIrIlll 111h11h4iig ('4., I 3.Los Aligrh,.t, 'illI

IhwI, IhlthtlluIng 'Vo., 1Los AnIgtehes4, 'illf.I nihiltli 1hlihlliil4 ('4)., 3.4)14 A l4i'I~h,4, I':ili1.

.Jeffer14so4n Illuaililg ('i.,10u.s A l igeles,l 3ir
Kelnltucky IIIhlldig ('o., Lo4s Angelem,

('ill33...................
101,1ltignu 111i1144lhg 'Co., 1,4Ls Angeleh, ('!lf.Miiguii IIlinglili V'o., L~os Allittle~h% ('!Jll .

N4W1' Building ('t., Ios Aunelh,. ('llf..-
0llul)3u11 Ilulhdlhig C'o., I3is A ugi',4s, ('1 if1
I',14tl4)tt Iluilding ('o,, I,4o, Afliv'ees, ('lll
Oihy IIIIIhlhig C'o., 3.4o. Anigeiles. ('4ill1
Ial~ih h Iluilihig i'4, ILos A tigeIhs, ('i3lll.
,Saxon IIIllIhulng ('o., c.4,1 AIagt'Ih'$, ('44331
Thorlro 11133ihlllg ('iC., los Ange'h.1s, ('llif
UTnive, rsity Ilulhlhiu Co., 1ot1 Angeleh,

('ll ...................................

Total ..............................

I, 1i)l)
t'. INl

ON, INN)

ti, INN)

5, INN)
11, 11111

11, fi1 1l

11, 3I1)
A. INK)
11,11t1i

1111K)

3111, (1)

ProiJetllIiiorlggell'
l)r44ii',43s (i-i'4lrh -

$2. ill 5, iNN)
Itig i, i

1 11. INN)
171, 121k
173, 21NI
173, 21N)
I163, 7013
173,21M1)

145, A%)l

197. 1fill

1341,11iN

131, 4111)

145, -.NIII

371.43, N)

1:14, a11l
145, 21•)

1,. 041,0W

III

Total Ii nisro'1c

$1, 2 1I, NO1r)

4, 547, W97

7. 7,49, f77

$172, 4124

WI.9 $4,11

'lolihil lprdjec'lco'st

$3 111, I)(0

447, Ow1

$21. (MN)I It, IAK)

ill, W(O)

Total liroji-vl'('4i,41

$2, 1127, IN)
192, 115
3.17l, 4i%1i
3131, •10

163, S'21
I 11l,5931311,1143:

3135,1)I3

13:7, 762
162,214N

1117, lip,2

Ium, lintI32t,.1111:1
321,1,21)1
1,241, 622

1,•41.613
3 111, 5 tll
13., 147I

1314. 124

1, 714$, , 322J

- $3 .11,111i
7, :i.'
7,311
4, 712
9, 3711

I I, 41417

S., IWO•11.247
7, 60T7
7.2?38
I0, 916

7,7.177.113,1)

1), :172
7,7371,

7. 771
7,.7575, flog9

4, .524
7 , 07 41

3, 91)

3112,61714

I s'er. tq:1 project.

IE WVA I{I S-(VO I1(O1A N I'lHOJIC"IS

FIIIS I PR:4I M.CTE"IS
Slipllsor: Sa11111el FIlrks.

Prl'Jiect

I
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FISHER P'ROJ ECTS4

Slixnstrs: Martin Fisher. Larry Fisher, and Zahanry Fisher.
A•sso'l•cie: Jarco Il'o,;.

Lyni Terrace Aimlrin ents, Kew (ar.
dleins. N. ..................

liennelf Arns, Ine., New York, N. .
WIhxKtirlrnr ,%hMor, Jvksotn I hIghts, Long

Islah d, N. Y..........................

"ormorate

stock

2 $2. ON)I
I,(NK)

1, 0(N)

Total ............................ 4,. 1)0

I Jarco Pros. hbd in Intererst i Bennieltt Arlns.
2 combineded figures for 2 project corlmtilorls.

$pon8sr: W. W. (larwey.

Project

Battehn Alpairtmnents, lie., W'ihihta Klns
Fort Ihley Apairtments, (,leary', Ktuhs 1...

'uarkwood Village, Wichita, Kais ......

I'roject miiortgauge
proceudl (iiiclid-

hig Iireliuili)

2 $2,.199,400

609, 0(K)

5. 037,3(k0

8, 105,700

'rotnl project
Cost

8 $2,281,00R

&34, (KN

4, 063f; IK5'

6, 878, W8.5

I $218,40D
35.000

974,215

1,227,615

(lA ItVEY P'ROJE('TS

('lommirnt

stock

$92,18K)49, INN)
48, 000

Total .............................. 140, 0xI

I See. W0 project.

Project nmortgage
procedq (hit'hd-

ilg jprem•llll)

2i, 1I, INN)

782, M)

4, 818, 500

Slo.sor: Hlerlberl (Olissuuuni.

TotOI project

$192, M172, 841., 0No
W80, 744

4,392, 311

Windfa ll

$202,433
122, (K1)
101, 756

426,189

I c('orl'mite I'roject nmortgaige Total projectI'rojct ci-pit-d proceeds (irachid. o Windfa ll
stock ilig premiumllll) O.1

OlGass MNimor, Prince (heorges Comnty, 1
Md .............................. $5,07 ,24,000 5,097,898 51,102

S(.'ombined figlurte s for 3 project corporatIons.

(JOR DON-P1t IITON PIIOJECTS

Sponsors: 11. (Iordont, Jr.. H. J. P'reston, and 11. W. Ilhlluan.
As'ix-lite's: Invlestors IlIverslhled Services, R, M1. Bro, ('Crl luhdwoky, and Don A. 1,oftis.

(Corporate ProJect mlortgage

Project I'pti ceeds (ilut d. Total project Windfall
stock Ing pIrenulmn)

Shirley Dluke' AIpartments, Section 1,
Arlilgtlon, Va .........................

Shirley ID)uk( Apartmuaents, Section 2,
Arlilnglon, Vai .........................

Shirley lDuk(, Apartments, SectIon 3,
Arlington, Vi .........................

8hlrh, y Iluke Alparimetts, Section 4,
Arlington, Vit ..................

Shirley Dluke AlaUrtn'leis, Section 6,
ArlIngton, V\a .........................

Shirley ID)nke Apartments, section (1,
Arlington, Va, .........................

Trotal .............................

$1180t)
1,000

1,080

1,000

1,000

1,000

0, 1)

$2,674,000

2,598,000

1,840,000

2,31(, 000

2, 28, 000

2,0OWWO
13, 06, 000

$2,199,742

2,2611,041

1,640,750

1,976,719

1,937,242

I, 80, 117

11,720, 617

$474,258

331,969

299,244

413,281

350,758

249, 8W

2,119,383

112

01iAS•M A N P'ROJ ECT
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(IOTTLIEI! PROJECT

Sponsor: D)r. Salnuel 1). Oottlieb.

orlmrote Project mortgage
Project ('orpite pro n otal Iproject

stooek illy ireliiI- cost
--- -t~' -u -iuu -It- - - -ii--)

D)istrlct Iheldlts Apartments, Dlistrict
Heights, Md .......................... $3. 800 $5, 706, U00 $4, 500, 000 $1. 290,09

(llO8,$.MOIt'lON P'IROJE('T

Spiinsors- Alfnrd (Iross, Oeorge hi. (Iross. uid Lawrence Morton.

('orporiate I'roJect Ilorlguge Totul project
Project C tll alitlt I)rotv , c his (Totlali. hr.c

stok ig pIrenmiu ) tst

(lien Oaks Village, licllerose, LJong

Ishulnd. N. Y ......................... I $ W),000 i $26, 759,1000 1 $21,740, 3617 1 4., 0191, 113 (I,)

I ('onmhined figures for II project corjporatiot1s.

(UTITECMAN.MASC1OII PI(OJECm T

Sg'on-mrs: Jullus (luternlan, ,alnuel (luterntan, and Joseph lnseioli.

r tCorimrntc P'roject mortgage proJect

'rOpeet caplpital pr'veeds include . T t Windfall
stock lIg premium)

Orcmt Neck Oaks, (ireat Neck, N. Y... 1 $30,000 I $,% IM09, 439 I $4, 020.512 I $1,408, 927 (L,)

I Combined figures for 3 project corporations.

]IAIIN-KNOIIIERi PROJECTS

Sponsors: WIIamun 1'. lHuhn and Aaron H. Knobler.

Corporate Project mortgage Total project
Project clpiltiI provt, eds (Itclud- t ojt Windfall

stock ilg premliunm) cost

WIlH Almrtments, Ilayside, N. Y ....... $5,000 $1.218& 0 $1,025,800 $192,278
Milt Apartments, Ilayside, N. Y ........ 5,000 1,089, & 1 , 447,0(m0 542.651
ABK Alprtentns. 11aysilde, N. . 5,000 897. 160 754. 456 142.704

Total .............................. 15,000 4, 104,889 3,227.2.% 877.633

IIESS-OIIVIERI I PROJEC'TS

Sponsors: Hlaskell 1ems and Emilio Olivieri.

corporate Project nnortgagi Total project..lProject cialpita proceeds (Inelud- os Windfall
sok Ing Ipremnium) c.

Alpin, Apartmetts, Jackson heights, $2000 11.m7,000 $1,717,000 $170,000

F-tntwood gardenss, Queens, N. Y......... 12, M00 1.159,0w0 I I ,055,9%3 £ 03,647
Iroqluols Apartilent, Hlollis, N. Y ....... 2,000 832,000 M11,93)0 195,070
Jeilrey (lardens, Blaysihp, N. Y .......... 2,000 2 2,357.755 3 2.020,56 M 337,699
Palo Alto Alpartments, llollis, N. 5.... (M,00 817. M,) 718, M1 109, 5W
Louden (hardens, Albany, N. Y .......... 2,18) 2,710, 8,1 2,70,l,910 -49,05b

otal .............................. 15. 000 9.771.459 8, 904,IS) M8W,959

n Combined figures for 5 project corporations.
' Combined figures for 2 proJect murporations.
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K ASK KhPROJECTSI("I'.4

l'reaJee

F, t.ol 11111 'l'erriri',, llhiimifvIdl, N. J.
Houward 'le'rriue, hortrlst IliIlk. VN
.A lit it 'l'Tirraiie', lrnmesl l1ls, N. N

i't'ulrl h hldrdei, N.rn I, ierrst Hills,
N.Y V ..

Vv'itrtid Ihardvis. N•i. 2, lF'orest Illlls,
N. Y

Ilmuter liurdelns. FIusihih , N. Y
'lt111trh11 N11i111or, kI" ' (1:114l1,1S, N. N
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l1hk, N. VY

I)l;M"I lhreheio,. Ilhslihig, N. YFllo,+r'q llills ,%l1l|41', l14wlhkuleld, N. J

Nrii•mllle .A partl itiels, N aro\ ilk, N. J
Fleest IIlklS A.1I'Irlui'uls. lIIIInltlhld,

N.,.

'I,11I:1I

sheik

$ 1, INNi)
I.11111)
I, o111l

1, 1111

oo, fll
1, (NMlI
1, INN)
1, (MIII

I, iiii!
I, INNO
1,1411

I. IIIII
1.1, 1NI

IS. (NMI1

Il'riJec llilrl :Ig1,
j'rur~eees i lhltliIie-lulg jereitlilti)

$I5, Noo II,111•I, 2Me,:, .NI)

I. 31It. "I|
I. 814,0. Simi
1. 777. I,4

ll. o1.'41111
2, 09th, .10)

I. 3171, 1 sit

11107, 4111)

2, 31too (NMI

III. s 1), 11.1?

veesl

$1, liT, INN)
4, (,t NMI

I. 21)0, INN)I, .1715. Iiff,1l

I A79, I NN.' I

I,341,1,.111,.

I, IrNN). ¶177

:I, 1'41, 121o., 1111, (NMI

1,I!L. 06017

r• , (II.INMI

.1"I, Itu,1 Il1

--Silt

- 9 1l4.

- 1211I
2411
1117
131

-21
311

-- IN,
-i,I,

• 1 ',

.1 it)

'AN)1

INN)
.277)

KAIY-. . l ,I r I IIIIiII I'II Ie I y
Sl,,immrs: Alto%. 11. Illlsh, Ilhury Illlrsh, l~mls+ Ilheuedhrl, and1 Mhorris Kavy

I.*irw. I'o lith IProjel imr!llwrh'igl'ro~rl all~il'd il l-tivrrrd (im l-'ld

'leIrk hlig 1I tl e 11111111

, irig1uI I hlrtleh, 11 ., Ihi, mkl.ii, N. Y. i $111, MioII I $2,1, 721., 700i

i t'itlt hi d in•'rI s I l oi ,t , l r'p jrni i'el erlitrllt 'lillm.

KII:I,'I- Y P I((IJ KC,'I'

1 $i¶)l, )I9, 2711

8Il,1,lldirs: .1h1111-S .1. K I1I y, Ii... %1 rIs. .1 r yliv;l .1. herltIy, Jwwpli S. K ee' y , J 1llihS I 041 l,1,111, u1l11 .NI I'S. J llies
I (i ti lill.

l 'reeJeel

Ittlill',4r lurelap Alaulerini.ls, No. I,
molere', %Iel

111411re. II

h TOM 1ll .

I 'el'itI~efhe

rlilw

11, (NMI

Pr llo',l',I tim'lne.

lugIII•lrellldillII

$2, I~lk, IMNIl

2,4028, SO)

4,1:11, 8SIX

sIp l(11, 11,76 $411., 32.1

1, ms;, !,-4 4.4).272

3, 3uto " -11 83 1, 'rIow

KE'SI,E••,II-ItOSIN IPROJEICT"1

Slim.iels: A:\'\ Kesslehr, Je•111 Van l)D'ko Kesher, lrury Rtosen,, mid .toseleh l',r'i,

Vorloml lr , l lrllee l r' (mot %goo

l r h ek l jeell nillhllui)

llrehlua k thirdins Alpairtmilens, lit.,Qieti,,,,. Vlllzig,, N. V ." $7541 $t, :i5u, l+s $I, 01(1, 41,|

114
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W¥ llIlKIl

$1,• ,,10(.
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IN I'll M E("I'

I111'-Mr I'VroJe('! ll)'k moro I'(11:11 pmrojet''
Yi'F- I proverds On't-IId-

t('k ilu liw lu sll4lllll) to.t

1(Ml, htINl i $•, I Ill, WI I I $;. ,I|lr. 25IK

I, OMIM I. 211Kl. t1lf I, 1,17. Mit

III, INN) 1, 11:1, 7117 :1, tll)1, • •52

I1 NUTI'T I'lChrJ K ,.("1'4
,j1,.11.sui.N ('llIrl,gS• Il loiSt! .hul ill I~ gt.lt , It1il Jtliil Ixlgult.

I 're'ji.vl

I 'l.'twa~kt' 9 it dt-iis, Nit,(Vlo,,liNlly.I S141 ll'l.1 •1

Ctllllll I .' .%Ill.'h'hlt.I'ilulpvahv' Ihllt h'llus, No.
('us tIi.s, Mil

T'1111 l .

9. uirl.,sl,, hthlluS '1
.sihsuik

IHIhuforl

11:11 fi4
5t, INN)

I'r'wii 1110o Ig to
Ii g lulirt,• titlhihl

$ INN)t' MI $2, 7941, 61(1

I, 7,%• o ~ IM 11. 4lhI

,I;,') .t) 1,242. 43:1

, It.1:2 -IM 301, :os, 13

St. c LMM II utjtrl,( I'tilllluhutul llgllrru ~ O ll I u'ijtt I 111l1 :1,

~,',utn i{t ,*"\I zu•.K t.u'% tiI". .{ le I{uiiulI, '/'w'''r

S'oriujiul (¶1•ll 5 I l(rtu u.• (hwll d-uuI

slou'k ilhig pIrvlutllll

Midway (hl'rdrll, .A|irlltn qto , |'wlma- $2•,,• NXI,.112o

S|leplhi-rd (hlrthles .Apar1"1tments. Mhills. 127.,lAXI 1, IS2,:411
toll, r,.

T .. ....... ............. I --. . IN ) .. ."2

LE°'V ITT PROl(JECT~

jllul.41.•. S: W MIllmu11 J. Lo itl tI atld .t l hA I11 . LI ,'it S.

P'rojectl

1,villolv i, Louw Isut•ndtl, N. y.. . ..

i 0t 1'Itll tin 1 CAM ' Jtr ('.

('oriloralth IProject IiIorlgiglag
i il'llti pIrtoititls (itlolhl-
sltork log Iprtlittlll)

S$I0, INNSi $21, 11111, ~ISii

%% ihulill

TWOt lprojetd'I'uuuI itul

$12I5, 1(KI0

1. 0KI,14, 72(l

I. 31.', 726

$21, 1till, (111)

WY hul1fall

Windfalll
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LIPPMAN PROJECTS

Sponsors: Leo A. Lippman and Maurice B. Lippman.

rCorporate Project mortgage projectProject capital proceeds (includ- osa poet Windfall

st•Lockg Ing premium) ost

Admiral Homes, Inc., Indianapolis, Ind.. $88, 400 $486, 000 $4.58,030 $27,970
Arlington Apartments, Inc., lndianapo-

Its, Ind ................................ 180.000 1,458,000 1,309, 751 148,249
Barrington Heights, Inc., Indilanal)is,

Ind ......--------------------- 188,000 1,738,200 1,641.459 96,741
Blntekwoodl Apartments, lite., ot

Bend, l - -- ............................ 169.000 1,46%,100 1, 461,791 4,309
Canterbury Courts, Inc., Indianapolis,

lnd ......................... 70,500 (31,800 624,722 7,078
Commodore Homes, Inc., Indianapolis,

Ind .................................... 158. 750 972,000 932, 836 39,164
Eddy-Colfax Apartments, Inc., South

Bend, Ind ........ ............... 20.700 178,200 18, 313 8,113
Frontenne Apartments, Inc., Indianapo.

its, Ind ................................. 104,000 818.100 761,994 5 106
Granville Apartments, Inc., Indianapolis,

hid ..-................................ 46,k 413,100 3-M.444 39, 65
Kitley Corporation, Indianapolis, Ind.... 84,200 571, 7) 545, 745 25,955
MAticar Ilolnes, lite., Indianapolis, ind... 16,300w 154,200 145, 64O 8, 670
Norden Court, Inc., Indianapolis. Ind - 101,500 599,400 561, 992 37, 408
Sherwood Apartments, Inc., Indilanapo.

lis, Ind ................................. 98,000 882, 900 818,357 64,843
Shoreland Towers, Inc., Indianapolis,

lInd .................................... 217.000 1, 8, 700 1,768,801 69,899
Webster Itomes, lie., Indianapolis, Ind.. 45,600 275,400 261,304 14,036
West Arlington Homes, Inc., Indianapo.

its, Ind ................................. 81,500 471,700 450, 922 20,778
Windermere Apartments, Inc., Marion,

hId .................................... 32,000 283, 500 289,787 23,713

Total .............................. -- 1,701, 950 13,239,000 12,562,938 676,062

1 Of the total corporate capital stock, $24,180 was Issued for cash, $768,700 was issued for land, and $909,070
was issued for a contract fee.

LOFTUS PROJECT
Sponsor: Don A. Loftus.
Associates: D. E. Ryan, C. J. Ryan, Jack F. Chrysler, Webster R. Robinson, and Marshall Robinson.

Beverly Manor, Columbus, Ohio ........

I Combined figures for 4 project corporations.

MINKIN PROJECTS
Sponsor: David Minkin.

Corporate Project mortgage Total project
Project capital proceeds include .T ost Windfall

stock ing premium) cost

Riverview Terrace Corp., Flushing,
Long Island, N. Y ..................... $300 $1,400,000 $1,260,000 $140,000

Pomonok Crest Apartments, Kew Oar.
dens, Long Island, N. Y ............... 300 1,625,000 1,375,000 150,000

Franklin Gardens, Inc., Flushing, Long
Island, N. Y ........................... 1, 50 1,100,588 881,365 219,223

Total .............................. 2,100 4,025 588 3,816,365 509,223

MINTZ PROJECT -

Sponsor: Louis Mintz.

Corporateal Project mortgage ct

Project capitnd d. Total project Windfall
stock ing premium)

Kingsway Development, Inc., Brooklyn,
N. Y .................................. $1,000 $1.288,818 $1,150,398 $138,4201 ! _ - _

E
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MURCIIISON PROJECTS

Sponsors: Tecon Realty Corp, (Clint Murchison, Jr., and J. D. Murehison) and Centex Construction Co.,
(Tom Lively, Fletcher Lippert, and Ira Rupley).

P cCorijorte Project mortgage Total project
Project capitid proceeds tgnelud. Windfall

stock ing premium) cost

Randolph Air Force Base, Bexar, Tex.'.. 3 $10,000 ' $5,142,100 2$4,572,100 $5-0, 000

1 See. 803 project.
I Combined figures for 2 project corporations.

MI',S8-SCIIA FRAN IRO.JECTS

Sponsors: Alexander Muss and Samuel Schafran.1
Associates: Nathan Manilow I and Jacob L. Rappaport.)

PCorporate l'roject n0or Totl l project mProject (npiII preesnt'l ud ol projetM1014-c t Windfall

stock Ilg premium) cost

Mitchell Manor 1, Nassau, N. .'........ $1,000 $2,204,398 $1,971,644 $232,754
Mitchell Manor 2, ,Nassau, N. y.4 ....... 1,000 3,189,400 2,808,542 380,868
Parkway Gardens, Brooklyn. N. Y ...... 108,913 1,078, 200 952,333 125,867
Yantacaw Village, Nutley. N. J .......... (6) 455,000 455,000 ................
Boulevard Gardens, Bayonne, N. J. 88,775 1,675,000 1,536,858 138,142
Sunset Gardens, Nutley, N. J ........... 29,995 595,750 676,302 -80,552

Total ............................... 32,643 9,197,748 8,400,679 796,909

I No Interest In Yantacaw Village or Sunset Gardens.
I Manilow had an Interest In Yantacaw Village.
8 Rappaport had an Interest In Mitchell Manors I and 2, and Parkway Gardens.
'Se:. 803 project.
I Not available.

NEISLOSS.BRONSTEIN PROJECTS

Sponsors: Benjamin Neisloss, Iferry Neisloss, and Benjamin Bronstein.

Corporate Project mortgage Total projectcapital proceeds (inelud. ost Windfallstock ing premium) cost

Brookside Gardens Somerville, N.J $30 $3,168, 60 $2,642,884 $525,616
Oakland Gardens (Springfield), Queens,

N. Y .................................. 30 4,294,800 3,919,039 375,761
Oakland Gardens (Hill), Queens, N. Y.- 30 1,983,800 1,822,727 161,073

Total .............................. 90 9,447,100 8,384,650 1,062,450

ORLIAN PROJECTS
Sponsor: Israel Orlian.

Corporate Project mortgage
Project capital proceeds (Includ. Total project W fall

stock Ing premium) cost

Congress Gardens, Brooklyn N. Y ....... $400 $989,828 $751,671 $238, 157
Boulevard (ardens, Forest Hills, N% Y.. 400 2,704,592 2,365,850 338,742 (L)
Floral Park, North Bergen, N. J ........ 10,000 2,177,500 2,029.411 148,089
Floral Park, No. 2, Nortlh Bergen, N. J..- 10,000 883,500 904,978 -21,478

Total .............................. 20,800 0, 7, 420 6,051,910 703,510



FHA INVESTIGATION

OSIAS P'ROJEC'TS
Srnos4)r: Hlarry L. Oslas.

(Corpolrle
Project e:it41,11

Jcwksn~pa~nwns. No 1~ nc.,Jaek

Jazekso Ap'arltrents, No. 1, lite., Jack.
son1. I1hlghts, N. Y .................... $1,000
waek(rn A Iartm ents, No. 2, itwe, Jack-

son. l.h.ts N. . .. .................. 1,0N00
Kew (lardens Apar tment, lite., Qtwecs.,

N. . ................. .... 2,

Third Kew (hardens HIMlls, 1Mae., Queens.N. Y.......................... 1, 1)0(
Kew 11irdetus IIIls, lihe., No. 4. Quleens

N. ) .... .. ... - - ...... 1 , (0xi
Kew (hlarden Ills Aput:irenl, lite.,

ll'vills, N. Y............ ..... _1 1, oo)
101241 St. Ap:rlr ents, No. 1, lie., Forest

111l1, N . ). ..... . .... . ........... 1,•M)
102d 8t. Alpurivlliuts. No. 2. lite., Forest

IIIlIq, N. I ......................... 1.1MM

1oIh .............................. 20, 0(1 )

I (Cobinldll fl.tlres for 12 iproject corlwraI Iot5.

Project 111!
pruveuds (Ingz pri-11

urtg~lgt' '1411TW project

'71,855 $711,031

872, 870

'9, 74,4125

3,216, .101

3, 793, 590

4, 715 .898

3,62a.. $K4)

1,370, 022

1, 211. 265

719. 692

S8, 7-17 ".,U8

2,477.0614

2, 701, 215

3, 158. 31S

33.41 531..1

1,2 1), 145

!, f0twl, 051

29, .1•:3, 176 21,621, 1'2)

IPAUll MANOR PRIOJEC(T

, ,imn•os: ).wi~ .tl,:m N~ll~ql X. 'Whislon.
. A .s.schi~lhs: M~ilk C'owan, Erluest Cowan, and 'levott ]{e~tly (Corp.n

C 'orliprztle P'rojectI mrtgaglez ol project
Project l '' proveeds dii'hid. l W Itidfall

sMomk Ing IroimnilitH) (

1':Vue Minor, I )Daylolu, OhI . $800 3 $17. 377. .10 3 $1i6, 413, .1319 $76t, 061

1 i'rimci'u: oWlowers of 'relon are (IInt Mulrchilsol, .Jr., antdl J. i). Mutrch.kon.
S'ev. S03: pirojecI.
Co('n bine, d fIi,'res for 1 project corporal lons.

PICKM AN llOJE(ICTASp1mlor ,Motionl ]Phckmlal.

('otl'r:'1e P'rojecl llurlpgi
1'ro~ect, I p l ' promveeds (Includ- 'IotHie project Whldfil

stlok lng pretuullil) j i

flhllis C'rest ApI):rtment., ilolli.swood,
N. Y .. ................ ...$1.80N $1571.50 $1. 516, 7671 $27. 689

lltrlirwood (Oardens, Forest Ilills. Long
Is~di, N. N . 6. 0(10 4,559,240 4., 0M. 0, 479,142

1:urkw:qy ('rest Apa:tmnetcls, lolliswood,
N. Y........................ ... I, ,0 3, 2'2V. 2.30 3, 1.18, 24.1 90. 946

WhItehIll ('rest A•atrtnteuls, Ilollis-
wood, N. Y . 80........ 1. 2.505.91.1 2,427,4133 78,914

Foot 11111 'T'erraee Apartmenels, Iioli1..
wt(id N.Y _, _.. ............ .800 1.M..92,0 I, 1 639. .43, 2531

Arrowbrook (hardens. F"lush'ig,'I;oul ,n0
IslanI, N. Y ......................... 2.000 2.755,2,50 2,191,1111) 261. 0R0

'rotl ........................... .15, 200 1, 307. 140 15, 333, 459 973.681

118

$160. 824

15:1, 178

I, 1010, a7

76.9, 77

1,0), :uis

1, 357, 5,A)

:19, 111

130. 877

1 1. 21.1

4, 469. 051)

$9
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PIUNIA.MARX P'lROJECTS

Slut ors: ('Cthrhles l'milth and William Marx.
A.sotI:tle: Israel ()rllau.l

Project

Clinton 'Terrac'e, Ine., Nassau, N. Yldtrhttunttt I'rol(,rtlhs, Westetihster, N. Vi

lHartes (lardetis. liroltx, N. Y
(IreystotM, (ahettis l1roix, N '. "
lllt'toll Lafayette, West oratstge, N. J
Hlarlbor (larden'. Ilrooklyn, N. Y
Wothelll II Ills, No. I,'Norlh Iergent,

N.J
Woodtelift 1Ills, No. 2, North Ilhrgeii,

N.J
Ititken collegege (hardens, Forest 11111i,

N.Y
O lie'r (a:irleh-;s, lrmlkyiln. N. Y
(,ii't C'tt llege filardelts, Kew (laletl s,

N .Y . . . . . . . ..

Onattltv (tr hlvits, Forest IIIlls, N. Y
still I )iiit ( lirdeuts, Irooklyit, N. Y
Idwark l'roprthis Apartments, Itc.,

IBrooklyn, N. Y
Narrows (lardens, IBrooklyn, N. Y
Mottilecllo (ilarhens, J:tckson Ihelghtis,

N. Y.. - I
N'rrona ('tol•e•e (lardens, Forest

N. Y.. - l
'rhlturitltti College Oardens, Fort,4t IIllI,%

N.Y. ...losVmn (l:ardeis, Flushling N.•

Aero (lardenl., Forest I Ills. N. Y ..
I ):hlll (lardens, Ito'., Blrooklyti, N. Y
Conl httittl hardens, %,orest 1 Ills, N. Y

'rotll ....................... ......

('orioraht
capital
stock

Project nzortlatge
prog(,s (rnluitd-Ing lPremihum)

I$1t.MY $1. f(2g..3108
134, 50X) 2, :i1,. AN)

401) 14M. 814
4110 !1,1110.41175, INN) 2. 0MN), 7110

40) 1. 483. 321

40(1 2,127,810

40(1 1. I , 280)

250A) 2. 2.11, 7115
4(11 2.324. M0(

41N) 3. 7.A, (00)
.1.141 2. 59 1, $470

5. IN) I, 55A, 46-1
"t.

4011 A7.1. 1001
'I1) (%C9. 340

4.1 1. 575, 115

401) 1,691, 137

40() 1,577,4824(1) I, 7291. 5415
40K) 2. 704. 5192
RX " 7418. 117

2, U0 I, 8.139. II(

1570•01 39.)20, 1O 5

T'ril lproje('t
cost

1.946. 0k8
2,446. 241

911(4, 55
I. 33s, 41KI

2. 118.5MA
1.230,302

1, (14.388

1, 326. 2.1

2. 210
1.1972 777

3.130.2418
2 442 Wi51

-M0, 5296
s~. t;s

1. 293, Nt7

1, 430, H"3

1. 3115. 946
1. CA1N. 7741
2, 325, f-i8

1.N9.,3141

36,251, 7711 2,710.377

I Orll:t hazd 'in Inherems In WoolelllfT Hllls I and 2, Ilusken College (lardetlns, Stn I)Dwn (l:rdens, and
A.er I hrhlens.

QU'EENS VALLEY DEFiT1,O11MEN'T C'O. PR{OJEW"]

14Imm.-rs:I Francels 'l'Taylor, Sir (iolfre.N 'Wy ayMiteltell. Taylor Woodlrow. Lt1., (Owen Fisher, FayetteInvestmntel TruIst, Litd., anld John K,. 'rulrler.

Corporate lPro~et mortigageToaprjc
P'roJect capital lorovecds (includ- TotalrJ c W ill~dhal

st•oek ilg prelitnhi)

Alley Park Hlomtes, latyslide, Queens, $6, (EN) 11m, 1 .•X4 $5.874.3% $31V2.114

I 8ohkhtolders of Queens Valley D)ev'eloltn I Co. -- till lrt I Ish sulbjeel s.

IRODM AN.FINK PRlOJECTS,

Sponsors: Saiuel ]l(hltitlt n1d Max Fink.

(Corporate lProject mnortgae Total proJct
Project c111,1tt111 proeds (illellidt- IWst Windfall

stock Ilg jtrelnutit) C'ltt

Atlonitle Gardens, Wtimblogton, 1).' C 1 I5 0 1 O 6 1 0,6 $4,0
Che1ake 'PTerrace, WVshihtgiont. I ).0

I Combined figures for 3 project •orlioratlotas.

-$17.701
- 131. 040

-71.041 (Vl
- 147. '.WI (I,)
-54, 775
253,k0111

133. 4Ol2

S9. -02 (1)
35'1.7W (I,)

:411). 7J.2 (I.)
152. 519 (to)
151. 682

.-:1, A74 (TI
81., 472 (!,)

291. 28 (L)

210, 244 (L)

2117. l (I,)

378, 124 (1)

205.740 (TI
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ROSE-COYNE PROJECTS

Sponsors: Charles Rose, Marshall Coyne, and Arthur Hamburger.
Associates: Irving Rosoff and Samuel Rosoff.

Corporate Project mortgage Total project Wiudfall
Project capital proceeds (includ- cost

stock Ing premium)

Jefferson Village Apartments, Falls
Church, Va ............................ $5,000 1$4,85500 M154,571,065 1$281,435

Quebec House, Washington, D. C ........ 3 2,000 7, 388,000 '6,919,163 2 448,837

Total .............................. 7,000 12, 240, 50 11,490,228 750,272

1 Combined figures for 10 project corporations.

3 Combined figures for 2 project corporations.

ROTH-SCIIENKER PROJECTS

Sponsors: Samuel J. Roth, Joel W. Schenker, and George Gregory.
Associate: Harry Ginsberg.'

Corporate Project mortgage I Total projectProject capital iprotveds (Includ- cost Windfall

stock Ing premium)

Elmwood Gardens, East Paterson, N.J.; 3 $2, 000 '$5,917,600 2$5,128,878 2$788,722
Elmwood Knolls, East Paterson, N. J..

Marine Terrace, Astoria N Y.; Oregor I
Apartments, Astoria, N. i.; klisabetri 83,000 111,429,000 39,881,427 21,547,673
Apartments, Astoria, N. Y ............ I

Total .............................. 5,00 17,346,600 15,010.305 2,336, M

I Ginsberg had an Interest In Elnwood Gardens.
Combined figures for Elmwood Gardens and Elmwood Knolls.

I Combined figures for Marine Terrace, Gregory Apartments, and Elisabeth Apartments.

RUBENSTEIN PROJECTS
Sponsor: Ilyman Rubenstein.

Corporate Project mortgage I Total project

Project capital proceeds (includ- c Windfall
stock ing premium)

Williams Field Air Force Base, Marl-
copa, Ariz. $3,324,100 $3,288,000 $36,100

Davis-Monthan Air Force Base, Pinma,

Ariz.' ..................................'............ 4, 429, OM 4,151,388 278,512

Total ............................ ' $468,6M00 7,764,000 7,439,388 314,612

3 See. 803 project.

2 Combined figure for both projects.

SARNER.SOLOW PROJECTS

Sponsors: Sidney Sarner and Ralph J. Solow.

Corporate Project mortgage Total project
Project capital proceeds (includ- Windfall

stock ing premium)

Linwood Park, Section 1, Inc., Teaneck.
N. J ................................... '$13,000 1 $8,875,000 ' $6,662, M0 1$2,212,500

Teaneck Gardens, Teaneck, N. J ......... 1,000 1,667,000 1,490,000 177,000

Total .............................. 14,000 10,542,000 8,152,500 2,389, 50

I Combined figures on 13 project corporations.
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SCHNEIDER PROJECTS
Sponsor: Jacob Schneider.

Corporate P1roJect Mortgage o

Project capital proceeds (iuielud-
stock bIg preinlna) cost

Lanson Gardens, Brooklyn N. Y . I $1,000 $1, 194, Sn $1,03r,053 $131.747
Roder Gardens, Brooklyn, . Y ..... ..... 1 ,00; 770, 400 680,,8 IM K712

Total ....................... 2,1f{10 1,965.200 1,743,741 221,459

8C11NEIDER-FLOSSBlIRGl P'RtOJ ECTS

Sponsors: Fred Schneider and Melvin Flosshurg.

Corporate inrojct muortraProject capital proceeds 01elud. Total project Windfall

stock ing prenmil) cost

Rhode Island P'laza, Washington, D.C.V. $200 $3.520,000 $3,250. IN $270,000
Parkehester Courts, Washington, D. C..; I 60,000 , I, OI) 1 N, 160. 0 110 -1 i 120,000

Total .............................. 60,200 5, 50,000 5, 110,000 3140. M)

I Combined figures for 4 project corporations,

SCIINITZER PROJECTS
Sponsor: Hfarold J. Schnltzer.

Corporate Project mortgage Total project
Project capital proceeds (includ- cost Windfall

r stock Ing premium)

Great Falls Air Base, Great Falls, Mont.'. $10,200 $3,208,600 $3,120,593 $82,007
Hill Air Force Base, Salt Lake City,

Utah I ................................. 10,400 2,806,370 2,723,366 83,010

Total .............................. 20,600 6,014,9706 5,849,959 165,017

' See. 803 project.
SHARP PROJECTS

Sponsor: Carl C. Sharp.
Associates: Stewart Morris and Carlos Morris.

Corporate Project mortgage Total project
Project capital proceeds (inelud- Tot Windfall

stock lng premium)

Bayou Park Apartments, Houston, Tex.. $89,900 $1, 282,500 $949,148 $333,352
Bayou Lake Apartments, Pasadena, Tex. 11,900 415,000 323,000 92,000

Total .............................. 101,800 1,697,500 1,272,148 42M,352

SHELBY CONSTRUCTION CO. PROJECTS

Sponsors: Paul Kapelow and Louis Leader.
Associate: Alex Kornman.

Corporate Project mortgage Total projectProject capital proceeds (Inelud. os Windfall
stock Ing premium) cs

Claiborne Towers, New Orleans, La.... 1$700,000 ' $9, 230, 00 1$9,133, 484 1$97,116Parkehester Group, Now Orleans, La .... 2 656,100 1,8, •0 1, 09, ON 12 II 4,8Audubon Park Group, St. Louis, Meo.... 8328,700 311,328,351 11,770.351 1-442.000

Roselawn Apartments, Natchez, Miss .... 4121,600 4 1,741,600 1, 529,289 4 ?12,3l1

Total .............................. 1,806, 400 33,156,151 32, 532, &53 I,613,613

' Combined figures for 2 project corporations.
3 Combined figures for 11 project corporations.
I Combined figures for 4 project corporations.
4 Comblred figures for S project corporations.
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SIlPARAGO.SCIIMIDT PROJECT

Sponsors: Cat I Shparago, TihInab Shparago, Frank A. Schmidt, and Fannye Schmidt.

Corporate Project tnortuwe Total project
Project eiaptal proceeds (ltcltud- cost Windfll

stock Iig premitutmn)

Th'le lowut H[owise, Shreveport, La ......... $41,998 $2, 703,000 $2,417,0(W $286,000

SIIIII.MAX-l)E CIIAIt[O PROJECTS

Slt-4: Saul Srillrtt :iu and Ralph I)e Charlo.

Cor p or.! , l'roJ e,€.t n ortima ' , ' l po ject

lProjet ('rpite -I'rojeI (buelllu. IVoh jdfrall
stock i' ig p(rltl il)

Fal.hfiz (01rh4n.1 Ilultltlloro, NMI ......... $1. (X) $1, 535,800 $1,550,819 -$15,o09
t1plIar Is A p xrt luue tU 111ti., Balllitnore,

MI.l 5, Uo ) , 712.AR0 3,514, (MR) 228, OX0)ITrlmhi-ls .\lprtmenOtit< 11,'B1:alilre n;d.M II UK)l 3, IN0,00 3M) :, 31,4, UK)-5-52,11100

Fort I 1uorge, mlate, Anne A2nM, xil.t 2, WOM) 2,832, 80 2,537, IXX) 295, 8(m)

TotI 1 .............................. 9, 0K) 12, 010,100 )10, 949,8% 19 1, 061), 7,51

I S,,e. h(,3 projc(,t. SMANI,-STI'REIN PROJECT

Sponsors: Albert Smttall anw Dlavid L. Stern.

Corpior:itc' Project mortgage 'l't'tl project

lProJot tlpil-l proceeds (huchnd- cost Win l
stock lug premium) ott

Idaho rrae, Washington,). ........ $12, 000 $1,758,750 $1,5573,287 $185, 403

SPORKIN PROJECTS

Sponsor: C(h:arles Sporkin.
Associates: Ilerbert D)u llols,1 'l'homuuas It. Edwards,t Eve Lowentlhuul,2 Nat Sporkin, 2 Maurlce Sporkitt. 2

:nld M illoll LutIl!Y.v

Corporate Project nlortuLave Tot project
lProject capital proceeds (Includ- cost Windfallstock tng pre:nlttm)n

Parkway A partments, Inc., I1a(Idotfield,NA.l $•50, 0P0 $2, 929, GM0 $2, 679, CAR) $2.501,0003

CIovo'r Hills, .Mount 11o11V, X, J .----- 1 2,700 1,f620,000 1,340,1MX) 280,000
Marg•ate (hardens, Margate City, N. J.. 10,00 6U8,1Gs 0 UM)•8, 000 -10,0wo

Total .............................. 0 2, 700 5,197, (1UN) 4,1677, 600 520,000

D IBo l ois and Edwards had) an interest In Parkway Apartments and Clover Hllis.
L2owenthal, Nat ,and hrtrice Sporkin, and Lmndy had an Interest in Margate Gardens.

TILES PROJECT
Sponsor: Gilhert 'illh,.q.
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TISHMAN' PROJECT

Sponsors: Norman Tishmn:m, David Tislhnan. and Robert 'rishnnan.

Cororart I ProJtect mortgage Total project

Project capital Iiroc'-eds (includ. cost Windfall
stock hig iarenhium)

liego Park Apartments, Elmhurst, N. Y. a $2,000 1 $6,731,839 '$4,987,177 '.$1,744,662

a Conhimied figures for 2 project corporations.

Sponsor: Franklin A. Trice.

C'orimrale Projct(.t nor-', Total iiroject
Project capital Iroceis (Inclin. Wadfrall

1'rstock lu prIaatIrtmhaa) e'"•t

lewis Gardens, Ilenrico County, Va. $ $520, 00 2 $3, 8', 100A 2 $2, 785,400 1 2 $1, 099,000

I loand worth $13.097 was excliaiged for sleek valued at $526,000.

Comneanad figures for 5 project corporations.

T' iu.MPr.TO.MA8F 1LO, PROJECT

Sponsors: Fred C. Trump and William Tounasello.

Coricr.,t,.
Project elit '1stock

Bleach Haven, Brooklyn, N. Y ........... 1 $249,000

l'roJt, lmrl•gamep ;rov.iwis (Jnv.iud.
"Ing Ipremium)

' $25,177,200

'l'ot:al project Wlndfdl

'$22, 158,200 2 '$3,019,000

I Combined figures for 0 project corporations.

WARNER-KANTER 1PR1OJECTS

Sponsors: Marvin L. Warner and Joseph 11. Kanter.
Associate: William Macl)onald.'

Corporate Project mortg ego ,
Project enjit-1 proe(VI's (includ- ot

stock hig premium) cost

Sheridan Apartments, Birmingham, Ala. $23, MO $264, 600 $21,029 $3, 571
Marlin Courts, Birminghamn, Ala ........ 2, (DM) 128,000 128, (HOK ............
Washington Park, llrminagham, Ala ----- 17, 000 355, 000 325,328 29,672
South Park Apartments, Birmingham,

Ala .................................... 24,000 935, 300 870,145 65,155
Jan.Mar Apartments, Birmingliam, Ala.. ,100 1(i, 0()0 99.731 266
]lark Manor, Birmingham, Ala .......... 30,000 4112,200 450,007 12,193
Essex House, Birmingham Ala ......... 70, 000 1,221,595 1,224, 172 --2,577
Canterbury (ardens, Cincinnati, Ohio- 121,000 2,881,182 2,316, 890 5464,286
8tratford Manor, No. 1, Cincinnati, OlfIo. 205.000 4.280.400 3. •2, 567 777,833
Strait ford Manor, No. 2, Cincinnati Ohio 160,000 2, 964, 50 2,475,820 48, 680
Canterbury Gardens, No. I, St. Lou1is,

Mo ................................... 135,000 3, 73, 065 3,474,448 288,017
Canterbury Gardens, No. 2, St. Louis,

Mo ................................... 135, 000 3,663,692 3,547,071 110,621
Essex House, Indianapolis, Ind .......... 170,000 3,544,398 3,428,378 110,020

Total .............................. 31,110,100 24,%53,932 22,103,595 2,460,337

1 McDonald advanced $250,000 for purchase of land for Canterbury Gardens Nos. I and 2, St. Louis, Mo.
2 Capital stock of $519,100 was redeemed upon completion of projects.

TR{ICE. PRiOJECT
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wI.: I Ni II E I) 1 ' HEO) l,(I''

i'hmvlvlih MI:nior .Al:irltllenUh I'h,':..antvillh,, N.

I:hrrhlIilol, .Iltoiir .Al'larllnwt , Ilirrhlig-
tonl, N.J .J .

'rIh"II'.

C'orporatelh•Irovevl m1orltave

stork 11114 4rt'111111t1)

2, IX00 $.31,13. )1.)

I, (

\V I,'1NUIARIT'.I0Y E I1 I' IOJEITT/1

,Sltillwolt,: Ho, t Wohl~igrl mllt~ L~olls lloyer,

('rporater' I'rojetI tiiorlI•gajProject T Vltl rrrd luh. iaohl proJoet Windfall
.slock lug psremium) lttti

,itmkettr.1'relnlthaw, I,,o A.ng1eles, ('alItf . I $121), 200 I $10, (ROM• 300 I $1), 801, 110 1 $V1414,1174

IV'omllndbli's li•llres for 13 I'rojet'l vurperaitlulos.

\V I"ITTE.I IM1( PR1OJ!EC'TS

$.1~m.uI~r: II. 0). Whillh,11nerg.

C'olrporalte 1'roJe't mIortrlpaltegProject r111l1h li rowe•ds, onlmllr .
mtock 1111 lpre111u11)

Aroidhs Alpitriml~~ls, Louisvillhe, Ky.. $12, ,IN% $611.1, 111111

D2o), X11IN I, 24, 41kI
Do . . . ....... ... 12. IM f,I A 4, X1

'r,,hI~W .... .. . ,'.ON) 2. 4n,.1M

Tlolal lproject

$M10.l 4311

.172, 0•7

- 2, 21A -,54

IW.udfld7

.13,113

I1II4, VI10

124

W luidfall

?IN2, tNM7

710, 1107

'l'Mhll lproJ.ct

$1. 1.52, 0(0

1 i2t), (431

lk

I

som-sokr: |hrltird AVou1|,lwi.g
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WI NSTO(N.I 1USS PIROJ EIC'1'

Sp1otsors: Normllaln K. WhltlOl tld D id ]•uss.
Amsoe'lhs'.: Io1.uI II. Klaull, lihulry WV. I',•in, anlld NIlika StIfftltll.I

I 'ruiJ,,et

AubtlrtIdle trrn'o Alurtllteli{I
Autbtlrirtilo,. N. Y ...

Aubtuir:ill.h VI'I:itt, Auibturndla:le, N. N.
Atuburulr ' I hIi, h'uvts, lit,, Anluhiridaule,N. V............ .....
Bilrchwood Mimlor, 11i,,, 0illeell, New%

York, N. . .
Mottle' NI tor, tie., Aiiiitrnltoiluh, N'. N'
Utaktrve VIlII:s,i,, Int., Sect loll I, QitAeNI,

Ntow York, N. Y
'Itti' 'V'.,rroi, A parln Ititis, I1 l'., St'eI Ion 1,
Aiilbilrilzuihe, N. Y

I1•(eh llew .',ood 1, re, IIIt.(%, (tim-u , New
York, N. V

1Illh NI Ihehll illlage, lite., Sau Antonio,

l1ll'Y MI It'liell V'ill:•tg'e. Nos. 2 aiud ;, Still
AtllouIlo, 'I't'ex .-.. ..........

q'4h1 l .... . ......................

('u'luoh:tl

stuek

,I, INN)C11111

I1. (lIN)

2, (1kM

2, 0(1)

1, 0(WW

3, (xtv

a1). 0III)

lProJect moIII va ve•proceeds (oiirld.

Ilg lrnttiltm)

$S;WI, 275s 71 I. "111

1127, M)15
3 I, KI-5, 233

fIWO, Kil

4 1, 1.1),017

SI.I1, oI'ls

8m.O IIkx)

:1, 220, 2M

4 5.1) 0,4,.L14

14.. MI, 897

Total IvroJeo

$11,719. 11M)5$0'I, If| I

t I, 7:11), `53

62), :174

4 1I 0), 571

41411, 525

745, 2.21

2, 742, .IX)

S.I, 435, 1INI
13, 4I11, j;Il

$2 1, QS9
3$8.042

4:1,002

95, 703
41,460

W 11,44(

4-•3,407

6l, 77(1

477, 71x)

`552,149
1, 309.8•110

I KaitIan, l'etn, amiul Niko$ 8t(ftlitg, Si 8wlss tirliorat lolt, had till Interest Iit the i11111) NI Itlhill projectsISee';. SM~ Ip'oject's,
3 ('ottliied llg1Igtrs f'r 4 Inil tirlrl Imrnt otis.
4 (•obluull d fllgturs fot 2 1 rtit' vel orraI llots.

11mNusors: Alfrel %Vold, Morls, IBleact'hur, mid ('hnirles K. Ilchkow.Amochilel: Ar~lhlr \Vohl.

.I'r iJ,,tI

Kow 'I'ermlt,, Ilv., Fhihintg. N. N
Kow 'lt, rrnit, No. 2, Fhlshlilg. N.V.. A

Total . .... .....

C'ourporaht
tulill i

IN)O
-:, (NM)

I I'ruiJul Iitonl glit~q , ,-o l i.l,.a •
Imrm,,ds (linthild. u Mist

Ing preitt, ltiit eutIl

$1, ?CO, M.5 $1, 510s. 2721 I
I1, 1 lo. IN)•: 2.o.9 IN17

8 1g mit s r : A h 'lv i It. W o' o so l T'. W 1 Id NI IuR OtE C T

Att,•ttls .%l rt y \Volosol TI and Iavid Miikt

('oriorale Il'(rojee, io
iProject, capt'lal Iproreeds (lite

stock Jtill proulllll

Alloy P'ondl Park, Iolhls, N. Y . .. $ 011.)0 3 $4,.652.
ILakoview Apirlltltlls,;, Queels, Now tr u

York, N. Y .... . .. 1),(I 3, 11)2.

Total .................... ... 1: II) 7, 754,

NI I hrt"y WVolhsoIl had till Intlerest In AlIly 'otd Park.
hNIlti hilt on tilliho rtl hi lzakt'vtw .Aialtitnts.

W ('olblttt ilflgures for :1 in•'jucl i•t'l ixr.tthil.

tiugi'
md.
ii)

11(N)

SI.'

514

$21`5. `51:

11k), 3Iw)

'lotl W~,J'' \%nodfall

$1, 176. ,421 S $475, 577

32. 4;--4 IKill) 3(144,514

6, I4, M 1I 1A.1, (1Hi

114.161% 51- -11

W In11f.ll
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WOODNER PROJECTS
Sponsor: Tan tWoodner.'
Asociates: Mtax Woodner an1d Bleverly Woodner.

Project

Fayette Courti, Inc., Alexanlder, Va. . . -
Felwood, Section A, ite., Ilbenpstead,

N . Y ....-............................
Fenwood, Sect ion 11, In., Iletlpstlnd,

N ,Y .................................
Fellwood, Section C, iln., leuipsttad,

N ,Y ..................................
Fenwood, Section I), lte., Ilelpiteiid,

N .Y .................................
Inwood Corp., Washiugtou, 1). V ..
Manor Park ApIarlt miets, Sections I at~id

2, Wilnlngton, l, l ................
Terrace form., WaVslhington. ).C .......
Slipley I'ark Corp., Wn'hllngtou1, 1). 0.
Coltlnltl Iheights, Section 4, Inc., Ar-

Iil ollO V.1 ......... .
Jonllllihan Woodner, tic,, Wslnglln°

1). .........C......................
Ruth Woodner, Inc., WAbnglhhon, i). C.
University lHlls, ite., University P'ark,

M d .................................
Cre.ltwood Lake Apartnlelts, Section 1,

Yonkers, N. Y .....................
Creshwood Lake Aplrtuiclts, Section 2,

Yotkerq, N. Y .........................
funtllwood Alpartmnents Corp., Wash.
In11on, I). V ........ ..........

Rock ('roek l'l•ara Sections I and 2,
W llhIngton, I). ( ....................

Swifto1 Village, Section I, ('1itchmin ,
Ohio ...................................

Swilton Village, SectIon 2, Cincinnati,
Ohio ...................................

Bwlfton Villnge, Section 3, Cinelinnti,
Ohio ...................................

Swilton Villnrc, Section 4, Cincinnati,
Oi o0 ................ ...... ...........

Swilfon Village, Section r), Ciculinnati,
Ohio...............................

Chanute Apnirtments Corp., Champaign,

Chanu11to Oardens, Corp. Cialmpamln,
i ....................................

Total ..............................

Corlornte Project tnortmea.
capltal proceeds (inhlud.
stock IIng proinhun)

$1oo
300

500

500

495
1,000

2, 000
2. M10
1,000

400

10,000
10.000

2,000

1,000

1,000

1,000

3.000

36,000

52,000

75,000

59,000

139,000

125, 000

127,000

049,025

$119. 400

767, 00

1,020,100

721,5W0
I,2119,. 000
1,4,17,000

2,679,4M0
772,1M00

2,010,600

970, 5O

200,000
137,0110

2, ,0, 000

2,350, 000

2,435, 10

1,267,000

10,9311,300

1, 003, 30

1, 5•28,1 80

2,182,230

1,7411,080

4,014,4M0

1,103,•80

4,870,200

49,054,910

I See. 803 projects.
YOUSEM.flIALAO PROJECT

Sponsors: Philip Yousom, gain Dlalnme, atid Jerry llilao.

ICorporate Project tortvago Total projectProject c apital proceeds (ltht(ld. oa rjc Windfall
stock MRg preIuiuu coil,

Union ilousing, Los Angele., Callf ....... 1$285.726 I $8,107,70 1 $5,025,000 I $142,700

I Combined fi•gres for 35 project corporations.

ZAIHETT.LANE PROJECT

Sponsors: Illyian 11. Z'rett midl SylIva Laie.
Associates: Jack 1lg,'el,i' and Isodiore Lehrer.'

r('orporate l'roJert, lortgp Totallproj,,,t i
Project clilltnl prov•edls (lurl0l. i Windfall

' ~~~stock Wit Iprellilllim) (,

Ilayshore (hlrdens, Brooklyn, N. Y ...... $10. fIN) $1,370,W7 $1, 154,108 $i15,899

1 Speigel and Lehlrer purchased L•toe's ýJ interest.

Total proJoet
co,%t

$398,813

015,6345

13, 492

W4, 024

1,031,207
1, 233,105

2, 0W, 117
731, 477

1, (9, 873

1499,200

192,3-8
1:12,149

2,151,0,9

2,212,108

2, 558, 533

1,5 11, 093

11,750, 997

1,042,8M5

1.498,•8 04

2,200,173

1,757,170

4,090,087

2,080,724

61,214,.%12

M, 081, 470

Windfall

$20, 587

142,2bb
192,11)08

13F5, 478

239, :13
213,1995

10.2811
40, r2;1

340,727

77,291

7,672
4,8151

478,0011

143,1892 (h4)

-123, 433 (to)

-M,993 (T,)

-814,697 (1,)

20,498 (I,)
29,8170 (1)

-17,943 (T,)

-11.099 (1,)

- 70, 27 (Q,)
-470,924

-I,,3'8,132

-1m. 31,500



APPENDIX

Ovmnt-Ai,, HTATIRTICS ON FIIA HIOlUoSI PROOltAM, 1934 TO JUNEo 30, 1954

Numbnrof Numnibrof Ori ill llt

'I'ltle I, see. 2 (pnroperty Implrovement) ................... 17,315,721) (I) $7, 00, 271,146
S 2e . 1 ................................................. 2,777,1127 2, MN),874 17,462,327,. 35
,See. 207 ............................................ 012 _i1, N 30 m 357, 123,431
$ee. 213 ............................. 1............ ,81 3m, (1117 310,205 1,)117
, c-. 1 13 ............................................... (24,11112 I90, ON) 3,1141,21)11, mNIT
See.. ( 8 ................................................. 7,045 4I11, IKI 3,439.,771,105
See 813.... ................................. 623 74, 1111 t"), 2,28,420
See. 0010............... ... ..... .. ... ..... ...... ... 48,1111 M1, 2(1 4-28,7113,21M

I Not ap)plicable.

I1;)EIIAL I111tIHAU OP INVIETIOATION LEi'-IitT ON CI,Y0IF T, POW(1 ,IEL, FolillRlI
A1I419TANT COMMISISIONNIII, I"OERAI, 1101HIN(u ADMINIMTrHATION

ThI following is a mimniry of s0om1e1 backgrounld concerning Clyde L. Powell'
former Assistant Commissioner, Rental ]lousilng Division, Federal Housing
Administration:

Mr. P]owell r'sides at time Sheraton-Park Hotel itt Washington, 1). C., and mani-
tains a legal residence at 4176 North lKingshighway, St. Lous, Mo.

The records of thie Federal ]Housliug Adnil|istration inidicate Clyde L,. Powell
was l)born March 2, 1890 at Halemi, NoT merved in World War I, hiavinig enlisted
hi Septem•elmlr 1917 and (wlng discharged itl May 1919. lie claimed 17 months'
service in France and claimed attendance ait thel university of Missouri engineer-
ing department, from 1914 to 1917, without graduation.

IReceint inquiry indicates there is no record of Clyde L. Powell attending MIs-
souri Unilvorsity, Columbia, Mo., or tho Missouri Nehool of Mines, Rollt, Mo.,
during the period 191.1-17.

'1The records of the St. Lotuis, Mo., Police I)epartnveimt reflect. that a Clyde L.
Powell, wax C. Clyde Powell, and RIobert Lane,, age 19 years, a bellboy,, was
arrested on March'29, 1916, for larceny from a dwelling. It is reported tl hat tlis
indlividuntal had two pawn tickets in his possession at the time, of arrest. The
records reflect he admit-t-ed these pawn tickets were for a ring and a pair of gold
cuif liIIks stolen from two different ihot('l guclsmts. ()n May 2, 1916, the ahove-
dlscrilhed Clyde l,. Powell was ment(en',d to I year in tlhei workhomse and was
paroled on the same date. The records of tie circuit. chrk for the criminal caumes
court, St. Louis, Mo., reflect that a Clyde L. Powell, on May 2, 1)16, upon entering
a p ea of guilty, was sentenced to I year in the workhouse for larceny of it ring
valued at, $25 from I. (,. McNiece, ot the Washinmgtomm Hotel, St. Loui's, Mo. It
appears that this Clyde IL. Powell was paroled ont the same date, and ordered to
rt,)ort by letter to thlle judge. Thi circuit clerk's records show an application for
pvardon, 'd(at(el May 2, 11116 (sanie (lay as senteinrcing), and signoril thel, samoi1 late.
I'hmis application inlicates the applicaunt, Clyde Powell, was horn March 2, 1897;
was eml)loyed at the Washington Ilotel; and gave his homo address as Salem,
Mo.

Your attention is invited to the identityt of name111v and lionlie- Sa11e.il, Mo.--with
that, given by Assistant Commissioner ,l('e L. Powell in his Federal Hlousing
Adnniistratrioni empll)IoymIent record. Thiero is exactly a I-year differe, co it tho
dates of hirtlh anild age at the time of arrest.

The identification record for ome, Clyde Lilbon Powell, Federal Bureau of lIt-
vestigation No. 5180, reflected lie entered the United States Army on lunee 4, 1017,
at, Iansas City, Mo., and( was assigned Armiy Serial No. 8055870. The identitlca-
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128 FHA INVESTIGATION

tion record reflects, further, that the same person was arrested by the Philadel-
phia, Pa., Police Department, on October 30, 1917, on a charge of larceny; entered
a plea of gilt on November 8, 1917; was given a suspended sentence; and wasdischarged T'he Identification record shows this same Clyde Lilbon Powell was

_ again arrested on January 12, 1920, by tile Little Rock, Ark., Police Department,
on a charge of suspicion. No disposition of this arrest is shown.

A search of the police records of the Little Rock, Ark., Police Department in-
dicated one Clyde Powell of Salem, Mo., was arrested on January 12, 1920, for
suspicion of passing bogus checks and was discharged. A notation on tile records
of the Arkansas Police Department indicates "now wanted Texarkana, Tex., andDallas, Tex.-bad checks." The identification record reveals this same person
was again arrested, this time on August 10, 1922, by tile Dallas, Tex., Police De-
partment, charged with passing a worthless check. It appears he made restitu-
tion and was released.

The military-service record of Clyde L. Powell, Army Serial No. 805870,
shows he enlisted in the United States Army, listedd Reserve Corps, on Jtune
4, 1917. It is noted that the serial number and enlistment (late in this military-
service record are identical with the number and date set forth inI the above-
mentioned identification record. The service record reveals Powell was unable
to report for duty when called on January 15, 1918, because he was beltig held
by civil authorities In the county jail, at Chicago, Ill., for having passed a worth-
less check at the Siegel Cooper'& Co. The Chicago Police D)epartment records
reflect that Clyde L. Powell was arrested In .Chicago, Ill., on October 17, 1917,

- for passing a check for $85 at Siegel Cooper & Co., Chicago, Ill., drawn) onl the
South West Bank of Kansas City, Mo., lpayal'Ie to Clyde L. Powell, signedl
Ocoige WV. Powvell, which check was returned. Hils age wvas given asl 23, residling
at, Kansas City, Mo. The service reeordl reflects further, that. Clyde L~. Powell'
entered on active duty on April 15, 1918. The record indicates that Powell
was absent without leave from December 14 to 18, 1918, and received a sum-
mary court-martial sentence of confinement at hard labor for 2 months, and
forfeiture of two-thirds pay. The unexpired portion of Powell's sentence to
confinement was remitted on January 28, 1919. The record also reveals Clyde
L. Powell received company punishment, March 28, 1918, for missing reveille
s ald formation. Clyde L. Powell was honorably discharged on May 8, 1919, as
a private first class, by reason of expiration of his term of service.

The booking desk register for t0e old Jackson County Jail, Kansas City, Mo.,
under registry No. 4692, reveals that one Clyde L. Powell, age 22; height* 5 feet,
6 Inches; hali, light; eyes, blue; race, white; born Saleui •Mo.; was committed to
jail by Justice of the Peace Clark on February 8, 1918. The charge was shown
as "surrendered by bondsman." The records further reveal that the prisoner was
released on Marcfi 12, 1918, on bond.

The records of the Jackson County sheriff's office, Kansas City, Mo., for the
year 1917 reflected one Clyde Powell, 21; 5 feet 6 inches; chestnut hair; blue eyes-
white; male; of Salem, Nfo., was arrested on September 18, 1917, on charge od
embezzlement and was released on bond. The record book of Justice of Peace
Charles A. Clark, Kaw Township, Jackson County, Mo., Docket No. 3975, re-
flected Clyde Powell and Clara George, on September 18, 1917, were charged with
embezzlement.. The Kansas City Times of September 19, 1917, on page 10, re-
ports as follows:

"HOTEL ACCUSES E.OYE•S--MB•ZZLEM ENT OF INIUIELEBACH MONEY
CHiARGE AGAINST COUPLE

"Clyde L. Powell, assistant auditor of Hotel Muehlebach, was arraigned on a
charge of embezzlement before Judge Charles H1. Clark, yesterday afternoon, and
placed in the county jail In default of $1,000 b6nd. tie and Miss Clara George,
cashier of the Plantation Grill, were charged with having embezzled $450 of the
hotel's money. Powell pleaded not, guilty. Hi-s hearing was set, for September
28. Miss George was ill and unable to appear yesterday. Powell is 25 and Miss
Genrge is 38 years A~ld."

The records of the St. Louis, Mo., Police Department reflect, further, that a
Clyde Powell, age 34-35, a broker by profession, residing at 4406 McPherson, St.
Louis, Mo., was arrested on March 17 and April 14, 1931 for failure to have a
State automobile license. It has been ascertained that Clyde L. Powell, Assistant
Commissioner, Federal Housing Administration, was a real-estate broker in St.
Louis, Mo in 1931, and at that time resided at Hampden Hall Apartments,
4402-4406 McPherson, St. Louis, Mo.
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According to the (late of birth given in his Federal Housing Administration
employment record, Clyde L. Powell would have been 35 years old on March 2,
1931.

The criminal records of the Metropolitan Police Department, WashingtonD. C., reveal that one Clyde Powell, age 45; white; occupation, clerk; marital
status, single; address, Wardman Park Hotel; had been arrested at 2:35 a. m.
on July 16, 1943, and had been charged with being disorderly. The disposition
reflected that Powell elected to forfeit $5.

The identification record referred to above also reveals that the Civil Service
Commission had submitted two fingerprint cards for the same Clyde Iilbon Powell.
One dated August 14, 1941, gives Powell's position as Assistant Administrator,
Federal Housing Administration, Washington, D. C., and contains the state-
ment: "I have never been arrested" in response to the inquiry concerning an
arrest record. The second fingerprint card submitted by the Civil Service Com-
mission, dated January 10, 19,18, shows Powell's position as Assistant Commis.
sooner, Rental lHousing Division, Federal Housing Administration, Washington
D.C. On this latter card, in answer to the question, "Ilave you ever been arrested
for any reason whatsoever"? there is a cross mark in the space next to the word,
"No." The arrest record of Clyde Lilbon Powell, as recorded in the identifica-
tion record referred to above, was furnished the Civil Service Commission on
October 22, 1941, allnd, on March 31, 1948, by the Federal Bureau of Investigation.

The fingerprint cards referred to above, describe Clyde Lilbon Powell with the
identical full name, date of birth, employment, and residences in 1941 and 1948,
as appear in the employment records of'the Federal Housing Administration for
Clyde L. Powell, Assistant Commissioner, Federal Housing Administration.
The fingerprint cards are part of the identification record described above.
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INDEX OF NAMES

A Page
ABK Apartments -------------------------------------------------- 113
Adinral Ilome -----.---------------------------------------------- 110
Aero Gardens --------------------------------------------- ------- 119
Ager, 1,ilh . ..an-.------------------------------------------.------- 102
Airway (Construction Co ------------------------- m.--------------- 04, 95, 90
Allen & Kelley ---------------------------------------------------- 97
Alley Park lolm. ----------------------------------------------- 100, 119
Alley Pond Park ------------------------------------------------- 48, 125
Alpine Apartments ------------------------------------------------ 113
Ameriean Community Builders ----------------------&.......-------- 21
Andrews, T. Colemani ---.--..------------------------------------- 1
Anita Terrace --------------------------------- ....----------------- 114
Apartment Euilpment Rentals -------------------------------------- 102
Arcadia Apartments ...-------------------------------------------- 124
Arlington Apartments ---------------------------------------------- 110
Arlington Towers -----------.--------------- ---------------------- 101
Arrowbrook ardents --------------------------------- --..---------- 118
Askew Hugh--------------------- ------24, 25
Astor huldiniiiig-(o-f---t----'--.-f"--.---------- '.----- 't------.-.------.--.----'------- III
Atlas Construction Co -----.---------------------- f.----------f.--- 50
Atlantic Gardens ft . . . . ..--------------------------- .-------- 418, 100, 110
Auhurndale Gardens- .....----------------------------------------- 125
Aurumrndale Terrace- --------- ------------------------- 125
Auburndale Village ----------.------ f------f-------- -------------- 125
Audubon Park-- ..-.-------------- f---------------------------f--- 121
Austin Gardens ----..------ m -------------------------------------- 115

11
Baldwin (ardens ----- ..-------------------.------- m.----------- 22, 23, 110
Balks & Lee, IIc ------------------------------ m----------.----------. 5
]Bainks, W. 8 ---------------------------------------------------- 49, 108
Barclay Building ('o ---------...--------------- ------------------- III
Burnes ( hardens ----------------. . ..---------------------------------- 119
Bla rrington eifghts---- --- m.------------- --. ---------------------- 110
Biltrringtoni MInor ----------.----------------------------- f.------- 48, 124
Bart, Harry -----------------.------------------------------------- f. 108
Batten Akpartments ------------------------------------- ft------------ 112
Bayou Lake Apartumments ------------------------------------------- 121
Blayou ]rk Artnent.-------------------------..------------- - 121
Bayslhore (l r( ens ---------------------------------- -------------- 126
Beach Hlave ----------------------------------------- 41, 123
Beeehwood Village -------------------.----------------------------- 125
Belledlct,, ,otlis -------------------------------------------------- 93, 114
Dennfing Apartments -------------------- f.-------------f.-----------.110
Bennett Ams ----------------------- m.------------------m.--------- 112
Bernue u .-tae - -- M ... .. . ..--------------------------------- m.-------.log
letlh-l"tge Weally Co --------------------------------------------- 6 2, 63
IBeverly Mnor ------------------.---------------------- f.---------- 110
Bialec, Jerry ------------------------------- m.--------------------- 120
lBialec, Sit, .----------------- -----------------------f-------------------- 120
Billy Mithell Village -------------- ---------------------------- 125
Biirch,,.ood Manor ------------------ ------------------------ 125
Blackwood Apartments ------------ ----------------------------- 110
Blceacher, Morris-..-----..-.--- _.--------------- 1215
Bliss, A. A ----------.---------------- ft--------------w:----------- 44
Blo.som G(lrdens- -ft.------------- ." --------------------- m --------- 119
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Page
Bluestein, Emile --------------------------------------------------- 63
Bonhaven Apartments --------------------------------------------- 109
Blonner, Bertram F ------------------------------------------------ 109
Bonthron, E. Herbert ---------------------------------------------- 40
Boulevard Gardeis ----------------------------------------------- 49, 117
Bovard, Burton (!---- -..---.-.--.--.-----------------... 16, 26, 27, 28, 37, 38
Bowenl, William A ------------------------------------------------- 109
Boyer, Louis ----------------------------------------- 42, 124
Braddock Gardens ------------------------------------------------- 114
Brett, Jerome ----------------------------------------------------- 50
Briarwood Gardens ------------------------------------------------ 118
Bricker, Senator John W ------------------------------------------- 30
Bronstein, lenjamiln ---------------------------------------------- 117
Brookehester, Ine ------------------------------------------------- 48, 109
Brookside Gardens ----------------------------------------------- 49, 117
B3ros, E. M ------------------------------------------------------- 112
Brunetti, Joseph ----------------------------------------------- 35, 48, 109
Budwesky, Carl --------------------------------------------------- 112
Byrne, William F -------------------------------------------------- 25

C
Cafritz, Morri --------------------------------------3 05, 109
California Contractors License Board -------------------------------- 57
Camp Allen Apartments -------------------------------------------- 110
Cane ,nterprises and Associates ------------------------------------- 55
Cane, iharry -------------------------------------------------------- 55
Canterbury (Courts ..------------------------------------------------ 116
Canterbury' Gardens ----------------------------------------------- 123
Carmack, "ldward A ------------------------------------------ 99, 100, 110
Caruer, Jack -------------------------------------------- 110
Carson Park Mutual Homes,--.--"-------------------------------- 42,1)8
Casey, Thurry----------------------------------------------------94, 95
Caspert, Samuel ---------------------------------------------- 103
Cassel, Albert J----------------------------------------------- 21
Centex Construction Co -------------------------------------------- 117
Central Gardens --------------------------------------------------- 114
Chalte, Arthur M ------------------------------------------ 81, 82, 88, 89
Chambers, Curtis --------------------------------------------------- 24
Chanute Airfield --------------------------------------------------- 90
Chanute Apartments ----------------------------------------------- 126
Chapel Courts ---------------------------------------------------- II1
Charleston Park --------------------------------------------------- 98
Chase Building Co ------------------------------------------------- II
Chesapeake Gardens ----------------------------------------------- 115
Chesapeake Terrace ------------------------------------------------ 119
Chisik, Jack ----------------------------------------------------- 56, 57
Claiborne Towers•------------------------------- 23, 43, 44, 92, 121
Chrysler, Jack F -------------------------------------------------- 116
Churchill Manor -------------------------------------------------- 114
Clarke, William A ------------------------------------------------- 32, 34
Cleveland Parkway Gardens ---------------------------------------- 98
Clinton Terrace --------------------------------------------------- 119
Clover Hills Gardens ---------------------------------------------- 48, 122
Cohen, Ben .................................. 48,110
Cohen, Herman --------------------------------------------------- 110
Cohen, Mickey ---------------------------------------------------- 55
Colton Harry 1 -. . . . . . . ..------------------------------- 24
Columbiia Heights ------------------------------------------------ 48, 126
Commodore Homes ----------------------------------------------- 116
Congress Gardens ------------------------------------------------- 117
Continental Gardens ----------------------------------------------- 119
Corcoran, Leonard Q ---------------------------------------------- 10 I6
Corlears Hook project ---------------------------------------------- 106
Cowan, Ernest ----------------------------------------------- 1
Cowan, Link -------------------------------------------------- 9'4,95, 118
Coyne, Marshall --------------------------------------------------- 120
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Page
Cox, Ward I -------------------------------------------------------- 40
Cozy H1omes, Inc ------------------------------------------------- 57
Crawford, Joe I ---------------------------------------------------- 23, 24
Crestwoocd Lake -------------------------------------------------- 48, 126
Cross Country Manor ---------------------------------------------- 108
Crumlrp, F. 11., & Sons ---------------------------------------------- 92

D
Dahill (Gardens ---------------------------------------------------- 110
Dara Gardens ----------------------------------------------------- 114
I)avis-Monthan Air Force Base ------------------------------------- 120
De Chairo, Ralph ------------------------------------------------- 122
l)eGrazia, Rocco -------------------------------------------------- 20
DeGrazia, Mrs. Rocco o ------------------------------------------ 20
Diggs, Marshall --------------------------------------------------- 85
I)N ler, RIichard 8 -... .. ...------------------------..----------- 22, 23, 110
Diilh r-We -r C(o ... .. . . . ...--------------------------------------- 23, 110
1)iPaglia Florin --------------------------------------------------- 56
District heights Apartments --------------------------------------- 48, 113
l)on'ovan, Richard ------------------------------------------------ 11I
Dorment, James --------------------------------.----------------- 1 14
Dormnent, Mrs. James --------------------------------------------- 1 14
Drake Blilldig Co ----------------------------------------------- IIl
Drum Casthl. ---------------------------------------------------- 49, 108
Dry Dock Savings Bank -------------------------------------------- 94
D1illois, Herbert -----------------------------.----------------- 3, 48, 122
Dunestre, 1,. J ------------------------------------------- 39

)w~yer, E'dward A---------------------------------------------111I

Eastt River lloutsing Corp -------.----------------------------------- 10O
astersm Avenue Apartments ..--------------------------------------- 110
Idd(y-Coifax Apartments ------------------------------------------- 116
I,,dgewood Manor --------------------------------------------------- 108
I hiwards, TI'homas I ----------------------------------------------- 122
lEldwards, Wayne F ------------------------------------------------ 111
l'dwark i properties ------------------------------------------------- 119
lElisabeth Apartments --------------------------------------------- 30, 120
i llen Building Co ------------------------------------------------- 111
l'"lliott, Charles ---------------------------------------------------- 24
Elmwood Gardens ----------------------------------------------- 113, 120
Elmwood Knolls --------------------------------------------------- 120
enterprise (Construction Co ----------------------------------------- 57
Essex House, Birmingham ----------------------------------------- 44, 123
Essex House, Indianapolis ...----------------------------------- 37, 44, 123
Everhard, Howard ------------------------------------------------- 108

F'
Failkoff, Louis ---------------------------------------------------- 93
Fairfax Gardens --------------------------------------------------- 122
Farrell, Lew ------------------------------------------------------ 56
Farragut Gardens --------------------------------------------- 93, 04, 114
Fayette Court ----------------------------------------------------- 126
Fai'ette Investment Trust, Ltd -------------------------------------- 119
Fefbush, Charles -------------------------------------------------- 103
Fenwood Apartments ---------------------------------------------- 126
Ferman Builders ------------------------------------------------ 102, 106
Ferman Jack ------------------------------------------------ 1 02, 106
Fink, Max -------------------------------------------------------- 119
Finkelstein, Davis A ----------------------------------------------- 48
Firks, Samuel 1------------------------------------------------1
First National Mortgage Association ------------------------------- 98
Fisher, Larry ------------------------------------------------------ 112
Fisher, Martin -------------.-------------------------------------- 112
Fisher, Owen ------------------------------------------------------ 119
Fisher, Zachary --------------------------------------------------- 1 12
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Page
Fleetwood Apartments ------------------------------------- 114
Floral Park ---------------------------------------------------- '49, 117
Flossburg, Melvin ------------------------------------------------- 121
Foot Hill Terrace ----------------------------------------- 118
Ford, George- ------------------------------------------- 108
Forest Hills Apartments ------------------------------------ 114
Forest Hills Terrace ----------------------------------------------- 114
Forest Hills Manor ------------------------------------------------ 114
Fort George Meade o----------------------------------------------- 122
Fort Riley Apartments ------------------------------------- 112
Franklin Building Co -------------------------------------- I
Franklin Gardens ----------------------------------------- 116
Frank-Lon Homes ------------------------------------------------- 25
Fratto, Luigi ------------------------------------------------------ 56
Frontenac Apartments ------------------------------------- I (
Frost, Andrew -------------------------------------------- 24

G
Garden Bay Manor ------------------------------------------------ 96
Garthson, Louis --------------------------------------------------- 56
Garvey, W. W ---------------------------------------------------- 112
Gevinson, Dr. Daniel ---------------------------------------------- g9
Ginsberg, Harry. -------------------------------------------------- 120
Glassman, Herbert ------------------------------------------------ 49, 112
Glass Manor ----------------------------------------------------- 49, 112
Glen Oaks Village --------------------------------------- 41, 48, 62, 88, 113
Glueek, Charles --------------------------------------------------- 97
Godley, Ida S ----------------------------------------------------- 62
Golden, Maurice II ------------------------------------------------ 23
Gordon, Byron, Jr --------------------------------------------- 48, 01, 112
Gottlleb Dr. Dewey S ----------------------------------------- 48, 04, 113
Grace, deorge ------------------------------------------------------ 22, 85
Grace, Patrick .--------------------------------------------------- 85
Grace, Thomas --------------------------------------------------- 22, 85
Grace, William --------------------------------------------------- 1 85
Granger, Marshall & Co -------------------------------------------- 89
Grant Building Co -------------------------------------------------- I II
Granville Apartments ----------------------------------------------- 116
Great Falls Air Base ----------------------------------------------- 121
Great Neck Oaks -------------------------------------------------- 113
Greene, Walter ---------------------------------------------------- 28
Gregory Apartments ----------------------------------------------- 120
Gregory, George .-------------------------------------------------- 120
Greystone Gardens ------------------------------------------------ 110
Gross, Alfred ----------------------------------------------------- 48, 113
Gross, Anna ------------------------------------------------------ 02
Gross, George M ---------------------------------------------- 48, 02, 113
Gross-Mortan projects -------------------------------------------- 95, 113
Guterman, Julius ------------------------------------------------- 113
Guterman, Samuel ------------------------------------------------- 113

H
Hahn, William P -------------------------------------------------- 113
Halk George M --------------------------------------------------- 94
Hamburger, Arthur ------------------------------------------------ 120
Harbor Gardens --------------------------------------------------- 119
Hart, Joseph W ---------------------------------------------- 99, 100, 110
Hennessy, John L. Co -------------------------------------------- 102, 103
Hess, Haskell ---------------------------------------------------- 113
Highland Apartments ---------------------------------------------- 110
Hill Air Force Ba1se ---------.---------------------------------.---- 121
Hirsch, Alexander P ------------------------------------------- 93, 94, 114
Hirsch, Henry ---------------------------------------------------- 93, 114
Hirshon, Fannie, Trust -------------------------------------------- 62, 114
Hollis Crest Apartments ------------..------------------------------- 118
Hollyday, Guy T. 0 ----------------------------------------------- 32
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Page

Holly Park Knolls -------------------------------------------------- 111
hiome Builders Institute of Los Angeles ------------------------------ 31
Howard Apartments ----------------------------------------------- 110
Hloward Terrace -------------------------------------------------- 114
hlowe Building Co ------------------------------------------------- 111
Hughes, Richard G ------------------------------------------------ 31
Hunter Gardens --------------------------------------------------- 114
hutlington Apartments -------------------------------------------- 108
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